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SECURITIES ACT OF 1933 
Release No. 5919/April 4, 1978 


ADMINISTRATIVE PROCEEDING FILE NO. 3-5274 


ORDER TEMPORARILY SUSPENDING REGULATION 
A EXEMPTION OF MAJOR RESOURCES VACATED 


The Commission has issued an order vacating the 
order entered October 4, 1977, temporarily suspending 
the Regulation A exemption from registration under 
the Securities Act of 1933 with respect to a proposed 
public offering of 100,000 shares of the Class B 
common stock of Major Resources, Inc., 9700 Gandy 
Boulevard, St. Petersburg, Florida. Pursuant to the 
offer of settlement, Major Resources has withdrawn 
its Notification and Offering Circular filed on April 29, 
1977 with respect to such proposed offering. 





SECURITIES ACT OF 1933 
Release No. 5920/April 6, 1978 


PRIVATE PLACEMENT EXEMPTIVE RULE 
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AGENCY: Securities and Exchange Commission. 


ACTION: Extension of public comment period for 
proposed amendments to rule. 


SUMMARY: The Commission extends the public 
comment period with respect to proposed amend- 
ments to its private placement exemptive rule until 
April 28, 1978. 


DATES: Comments must be received on or before 
. April 28, 1978. 


ADDRESS: Comments should refer to File No. S7-730 
and should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capital Street, Washington, 
D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Richard K. 
Wulff, Division of Corporation Finance, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. (202) 755-1240. 


SUPPLEMENTARY INFORMATION: In Release No. 
33-5913 (March 6, 1978) [43 FR 10701], the 
Commission published for comment proposed 
amendments to Rule 146 [17 CFR 230.146] which 
would prohibit persons who receive compensation 
from the issuer in connection with an offering made in 
reliance upon the rule from also serving as offeree 
representatives, and to revise the disclosure 
requirements under the rule when an offering is for 
less than $500,000. The Commission stated that the 
public comment period would expire on April 7, 1978. 


It has come to the Commission’s attention that certain 
interested members of the public may require more 
time to complete their consideration of the proposals 
in orcer to respond to the Commission’s solicitation 
of comments. The Commission has determined that it 
is appropriate in the public interest to allow additional 
time for the consideration of these proposals. 
Accordingly, the Commission hereby extends the 
period for public comment on the proposed 
amendments to Rule 146 from April 7, 1978 to April 
28, 1978. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14623/March 31, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-78-6 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on March 15, 1978, a proposed rule change 
under Rule 19b-4 to amend its Rule 6 of Article XLI to 
permit the MSE members to utilize closing rotations 
at the close of trading for expiring option series on 
the last day of trading. 


Publication of the submission is expected to be made 
in the Federal Register during the week of April 3. In 
order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-78-6. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 























SECURITIES EXCHANGE ACT OF 1934 
Release No. 14624/March 31, 1978 


NOTICE OF FILING OF AMENDMENT TO PROPOSED 
RULE CHANGE BY THE CHICAGO BOARD OPTIONS 
EXCHANGE, INCORPORATED 


File No. SR-CBOE-77-21 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on October 25, 1977, a proposed 
rule change under Rule 19b-4, designated by the 
CBOE as Interpretations .01 and .02 to its existing 
Rule 4.15, providing for the imposition of trading 
restrictions on discount opening uncovered option 
writing transactions during the pendency of 
underwritten distributions of securities underlying call 
options traded on the CBOE. Notice of the proposed 
rule change was given by publication of a 
Commission Release (Securities Exchange Act 
Release No. 14136 (November 4, 1977)) and by 
publication in the Federal Register (42 F.R. 59141 
(November 15, 1977)). 


As originally filed, the proposed rule change would 
have imposed trading restrictions on discount 
opening uncovered option transactions (“discount 
transactions”) at the request of an issuer of securities 
underlying a CBOE-traded call option which is 
engaged in a public underwritten distribution of such 
underlying securities (or securities exchangeable for 
or convertible into such underlying securities), or at 
the request of the representative of the underwriters of 
such distribution and would have been in effect for 
the period that the underwriters were engaged in 
stabilizing activities. The proposed rule change would 
have excepted discount transactions effected by 
marketmakers acting in the course of contributing to a 
fair and orderly market. On March 27, 1978, the CBOE 
filed an amendment to Interpretation .01 of the 
proposed rule change which eliminates the exception 
for discount transactions by CBOE marketmakers as 
well as the requirement that the issuer or underwriter 
submit a written request that the CBOE impose 
restrictions on discount transactions. On the basis of 
the proposed rule change, as amended, restrictions 
on discount transactions (including discount trans- 
actions by CBOE marketmakers) would be imposed 
commencing at the time the CBOE is advised by the 
issuer or underwriter (or the Secretary of the CBOE is 
otherwise notified) that the underwriters have initiated 
stabilizing activities in the underlying securities and 
terminating upon the termination of such stabilizing 
activities. 


Publication of the release which provides notice of the 
amendment to the proposed rule change is expected 


to be made in the Federal Register during the week of 
April 3, 1978. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-CBOE-77-21. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14625/April 3, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-78-8 


The American Stock Exchange, Inc. (“Amex’’) 
submitted on March 21, 1978, a proposed rule change 
under Rule 19b-4 to amend Section 104 of the Amex 
Company Guide, which concerns original listing 
requirements for bonds and debentures, by 
eliminating a distribution requirement of 300 holders 
as to any such issue. 


Publication of the submission is expected to be made 
in the Federal Register during the week of April 3, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
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interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should be 
made to File No. SR-Amex-78-8. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the pubiic in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14626/April 3, 1978 


Administrative Proceeding File No. 3-5381 


In the Matter of 


LAKE SHORE FINANCIAL CORPORATION 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Lake Shore 
Financial Corporation (the “Applicant”) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 
for an exemption from the reporting requirements of 
Section 12(g), 13 and 15(d) of the Act. 
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On February 27, 1978, a notice was issued on the 
filing of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order disposing of the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14627/April 3, 1978 


Administrative Proceeding File No. 3-5416 


In the Matter of 


RUETGERS-NEASE CHEMICAL COMPANY, INC. 


Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until April 24, 1978 
to request a hearing on an application by 
Ruetgers-Nease Chemical Company, Inc., pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an exemption from the reporting requirements of 
Section 15(d) of that Act, based upon its claim that it 
is now a wholly-owned subsidiary of Rutgers 
Chemical Corporation and there is no longer any 
public market for its securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-14628/April 3, 1978 


Administrative Proceeding File No. 3-5372 
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In the Matter of 


TERMINAL RAILROAD ASSOCIATION OF ST. LOUIS, 
INC. 


Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until April 24, 1978 
to request a hearing on an application by Terminal 
Railroad Association of St. Louis, Inc., pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an exemption for the provisions of Section 13 of 
that Act based upon its claim that it has a small 
number of bondholders, and that its obligations 
attendant to the debt securities are guaranteed 
regardless of its financial condition. The Company, a 
Missouri corporation, is a terminal and switching 
railroad company. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14629/April 3, 1978 


Administrative Proceeding File No. 3-5256 
In the Matter of 


RICHARD C. FLICK 
5070 Cheston Avenue 
Memphis, Tennessee 38118 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these broker-dealer proceedings instituted pursuant 
to Section 15(b) of the Securities Exchange Act of 
19341 (“Exchange Act’) Richard C. Flick (“Flick”) has 
submitted an Offer of Settlement, without admitting 
or denying the allegations contained in the Order for 
Public Proceedings, which the Commission has 
determined to accept. 





1 in the Matter of Richard C. Flick, instituted June 28, 
1977. 


On the basis of the Order for Public Proceedings and 
the Offer of Settlement, it is found that Flick willfully 
violated, and was permanently enjoined by consent 
from further violations of Section i7(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder, in 
connection with the offer and sale of municipal 
securities as alleged in the Order. 


The Commission further finds that it is in the public 
interest to impose the sanctions specified in the Offer 
of Settlement. 


ACCORDINGLY IT IS ORDERED that, effective the 
first Monday after the date of this order: 


Flick be, and hereby is, suspended for a period of 150 
days from association with any broker or dealer; 


Flick be, and hereby is, barred from association with 
any broker or dealer in a supervisory capacity; 
provided, however, that he may apply to become 
associated with a broker or dealer in a supervisory 
capacity after the expiration of one year from the 
effective date of this order. 


By the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14630/April 3, 1978 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
55 Water Street 
New York, New York 10051 


File No. SR-NYSE-76-34 


ORDER APPROVING WITHDRAWAL OF NYSE’S 
PROPOSED CHANGES TO RULE 405, ITS “KNOW 
YOUR CUSTOMER” RULE, AND TERMINATION OF 
PROCEEDINGS INSTITUTED WITH RESPECT TO 
THOSE CHANGES 


On June 14, 1976 the New York Stock Exchange, Inc. 
(the “NYSE”) filed with the Commission pursuant to 
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Section 19(b) of the Securities Exchange Act of 1934 
(the “Act”) (15 U.S.C. 78s(b)(1)), as amended by the 
Securities Acts Amendments of 1975, Pub. L. No. 
94-29 (June 4, 1975), and Rule 19b-4 thereunder (17 
CFR 240.19b-4) proposed rule changes to NYSE Rule 
405, its “Know Your Customer” rule. Notices of the 
proposal and Amendment No. 1 thereto were provided 
in Securities Exchange Act Release No. 13821 (August 
2, 1976), 41 FR 34136 (August 12, 1976) and Securities 
Exchange Act Release No. 13821 (August 2, 1977), 42 
FR 40290 (August 9, 1977). 


On November 7, 1977, in Securities Exchange Act 
Release No. 14143, 42 FR 59148 (November 15, 1977), 
the Commission instituted proceedings to determine 
whether to disapprove the proposed rule changes and 
identified the potential grounds for disapproval. By 
letter dated February 10, 1978 the NYSE requested 
permission to withdraw the proposed changes based 
on the necessity for the staff to seek the approval of 
the Board of Directors prior to proposing rule 
amendments which would be responsive to the 
Commission’s concerns. 


The Commission has considered this request and, in 
order to facilitate the preparation of a revised rule that 
would appropriately delineate the responsibility of a 
member or member organization to its customers, 
hereby approves the withdrawal of these proposed 
rule changes and terminates the proceedings 
instituted pursuant to Section 19(b)(2) of the Act with 
respect to these changes. 


In conjunction with this, however, the Commission 
wishes to reiterate its concern that Rule 405 as 
presently in effect and the comparable rules of the 
other exchanges do not clearly delineate the 
responsibilities of clearing and introducing firms with 
respect to introduced accounts. The Commission is 
confident that the NYSE and other national securities 
exchanges will act promptly to reformulate these rules 
based on a thorough analysis of, among other things, 
the agreements executed between clearing and 
introducing firms and the diversity of functional 
inter-relationships between them, the records made 
available by clearing firms to introducing firms and by 
service bureaus to clearing firms, the nature of the 
review performed by clearing firms for both their own 
accounts and their introduced accounts, the nature of 
the communications between clearing firms and the 
customers whose accounts are introduced, the 
prevalance and type of grievances alleged by 
customers against clearing firms, and the circum- 
stances under which a clearing firm ought to be 
required to make inquiry and the scope of that inquiry. 
Such a study should assist the self-regulators and the 
Commission in evaluating the proper role of the 
clearing firm in the review of introduced accoun** +.’ 
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in formulating appropriate guidelines for the 
execution of this responsibility. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14631/April 4, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MIDWEST STOCK 
EXCHANGE, INCORPORATED 


File No. SR-MSE-78-5 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on March 16, 1978, a proposed rule change 
under Rule 19b-4 to add an interpretation to MSE Art. 
Vill, Rule 14 which requires the written consent of the 
MSE, before an MSE member or member organization 
may carry an account of a registered employee of the 
Exchange. The proposed interpretation provides that 
such consent will be conditioned on the employee 
giving written instructions to the member organization 
to send duplicate copies of the employee’s 
confirmation to the Legal Department of the Exchange. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of April 3, 1978. 
In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the d-* of publication in the 
Federal Resists’ Persors <ics.-ing to make writte: 
comments shouid fila s'\ Gunias esf with tie 
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Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSE-78-5. 


Copies of the submission, all subsequent amendments, 
all written statements with respect to the proposed rule 
change which are filed with the Commission, and of all 
written communications relating to the proposed rule 
change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Reculation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14632/April 4, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-78-9 


The American Stock Exchange, Inc. submitted on 
March 21, 1978, a proposed rule change under Rule 
19b-4 to amend its Rule 174 to eliminate the 
requirement that a specialist, upon request, disclose 
the names of buying and selling member organizations 
in completed Exchange transactions, and to make clear 
that such information, when disclosed, must also be 
disclosed on request to any eligible person. 


Publication of the submission is expected to be made 
in the Federal Register during the week of April 3, 1978. 
In order to assist the Commission to determine 
whether to approve the proposed rule change to 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 


Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-Amex-78-9. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14633/April 6, 1978 


Orders have been issued granting the application 
submitted by the American Stock Exchange, Inc. to 
strike from listing and registration the common stock 
of the following companies: Allied Thermal 
Corporation (par value $6.50) and Acme-Hamilton 
Manufacturing Corporation (par value 50¢). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14634/April 6, 1978 


Delegation of Authority to Regional Administrators 
AGENCY: Securities and Exchange Commission. 


ACTION: Final rule. 
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SUMMARY: The Commission is amending its rules 
governing the delegation of authority to grant 
extensions of time for filing certain FOCUS reports by 
brokers and dealers. The amendment authorizes a 
Regional Administrator of the Commission to grant or 
deny requests made by brokers and dealers for 
extensions of time within which to file Part | and Part II 
and Part IIA of Form X-17A-5. This delegation of 
authority, limited to extension requests which the 
Regional Administrator determines to be routine and 
which require no hearing, will reduce the time 
necessary to process these applications. 


EFFECTIVE DATE: April 6, 1978. 


FOR FURTHER INFORMATION CONTACT: Herbert F. 
Brooks, Jr., Division of Market Regulation, Securities 
and Exchange Commission, Washington, D.C. 20549 
(202-755-1370.) 


SUPPLEMENTARY INFORMATION: The Commission 
today announced the amendment, effective immedi- 
ately, of its rules governing delegation of authority to 
the Regional Administrators (17 CFR 200.30-6) with 
respect to the Securities Exchange Act of 1934 (the 
“Act”) (15 U.S.C. 78a et seq., as amended by Pub. L. 
No. 94-29 (June 4, 1975)). The new amendment 
authorizes a Regional Administrator of the Commis- 
sion to grant or deny requests made by brokers and 
dealers for extensions of time within which to file Part 
1, Part ll and Part IIA of Form X-17A-5 (17 CFR 249.617) 
under paragraph (a) of Rule 17a-5 (17 CFR 240.17a-5) 
(“Section 240.17a-5”). 


DISCUSSION 


Section 240.17a-5(a) under the Act requires brokers 
and dealers to file periodic reports with the 
Commission and with designated self-regulatory 
organizations under the Financial and Operational 
Combined Uniform Single (‘‘FOCUS”) reporting 
system. Presently, requests for extensions of time to 
file such reports with the Commission or a designated 
self-regulatory organization are processed by the 
Division of Market Regulation pursuant to authority 
delegated to the Director of the Division. Insofar as 
such requests for extensions of time within which to 
file such reports are routine in nature and do not 
involve policy considerations or novel questions, it 
would be more efficient for the Regional Offices to 
consider these requests. Accordingly, the Commission 
delegates to the Regional Administrators the authority 
to grant or deny such extensions of time for filing 
reports pursuant to Section 240.17a-5(a) under the Act. 


Subsequent to this date, therefore, any request for an 
extension of time for filing Parts |, Il and IIA of Form 
X-17A-5 must be directed to the Regional Office in 
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which the broker-dealer has its principal place of 
business. 
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The Commission’s Regional Offices are located at the 
following addresses: 


Atlanta Regional Office 
1375 Peachtree Street, N.E. 
Atlanta, Georgia 30309 


Boston Regional Office 
150 Causeway Street | 
Boston, Massachusetts 02114 


Chicago Regional Office 

Everett McKinley Dirksen Bidg. 

219 South Dearborn Street, Room 1204 
Chicago, Illinois 60604 


Denver Regional Office 
Two Park Central 

1515 Arapahoe Street 
Denver, Colorado 80202 


Fort Worth Regional Office 
503 U.S. Court House 

10th and Lamar Streets 
Fort Worth, Texas 76102 





Los Angeles Regional Office 
10960 Wilshire Bivd., Ste. 1710 
Los Angeles, California 90024 





New York Regional Office 
26 Federal Plaza 
New York, New York 10007 


Seattle Regional Office 
3040 Federal Building 

915 Second Avenue 
Seattle, Washington 98174 


Washington Regional Office 
Ballston Center Tower 3 
4015 Wilson Blvd. 
Arlington, Virginia 22203 


The Commission hereby amends 17 CFR 200.30-6(c) to 
read as follows: 
§200.30-6 Delegation of authority to Regional 
Administrators. 


* * * * * 


(c) With respect to the Securities Exchange Act of 
1934, 15 U.S.C. 78a et seq.: Pursuant to Rule 17a-5(a) 
(§240.17a-5(a) of this chapter) and Rule 17a-5(d) 
(§240.17a-5(d) of this chapter), to consider 
applications by brokers and dealers for extensions of 
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time within which to file reports required by Rule 17a-5 
(§240.17a-5 of this chapter) and to grant or to deny 
such applications: Provided, Such applicant is 
advised of his right to have such denial reviewed by the 
Commission. 


* * * * * 


STATUTORY BASIS AND COMPETITIVE CONSIDERA- 
TIONS 


The Securities and Exchange Commission acting 
pursuant to the Act, and particularly Section 2, 17 and 
23 thereof (15 U.S.C. 78b, 78q and 78w), hereby adopts 
the amendments to Section 200.30-6(c). The 
Commission finds that any burden upon competition 
imposed by the amendment is necessary and 
appropriate in the public interest and for the protection 
of investors. 


The Commission also finds that the foregoing action 
relates solely to agency management and personnel 
and, accordingly, that notice and prior publication for 
comment under the Administrative Procedure Act (5 
U.S.C. 553) are not necessary. This action, taken 
pursuant to Public Law 87-592, 76 Stat. 395 (15 U.S.C. 
78d-2), becomes effective immediately. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14635/April 6, 1978 


Administrative Proceeding File No. 3-5406 
In the Matter of 
MIDWEST CORPORATION 


Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until May 1, 1978, to 
request a hearing on an application by Midwest 
Corporation, pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an exemption 
from the reporting requirements of Sections 13 and 
15(d) of that Act. 


On February 6, 1978, the Applicant was merged into 
Unarco Industries, Inc. As a result of the merger, the 
Applicant became a wholly-owned subsidiary of 
Unarco. There is no longer any trading activity in 
Applicant’s securities. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20477/March 31, 1978 


In the Matter of 


CEDAR COAL COMPANY 
Charleston, West Virginia 


(70-5954) 


SUPPLEMENTAL ORDER FURTHER EXTENDING 
BANK BORROWING BY SUBSIDIARY COAL COM- 
PANY 


Cedar Coal Company (“Cedar”), a coal company 
subsidiary of Appalachian Power Company (“Appala- 
chian”), an electric utility subsidiary of American 
Electric Power Company, Inc., a registered holding 
company, has filed a post-effective amendment to a 
declaration previously filed with this Commission 
pursuant to Sections 6 and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed transaction. 


Cedar is engaged in the mining, delivery and sale of 
coal to Appalachian. Cedar does not own coal 
properties, but Cedar holds leases on approximately 
24,931 acres of land in West Virginia estimated to 
contain 76 million tons of recoverable coal. Cedar’s 
current mining capacity is stated to be 2 million tons of 
coal per year. 


It is planned to expand the mining capacity of Cedar to 
approximately 4 million tons per year by 1979 at a cost 
of approximately $50,000,000. The bulk of Cedar’s coal 
production is expected to be used by the John E. Amos 
plant (owned jointly by Appalachian and its affiliate, 
Ohio Power Company). Expansion plans for Cedar 
include the development of a 1,000 ton per hour coal 
preparation plant, coal handling facilities and railroad 
loadout, all presently under construction (the “White 
Oak preparation plant”). The cost of the White Oak 
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preparation plant is currently estimated to be 
approximately $20,000,000. 


By prior order in this proceeding, Cedar was authorized 
to borrow up to $18,000,000 to finance the White Oak 
preparation plant (HCAR No. 20017, May 3, 1977). 
Pursuant to that authorization, Cedar entered into a 
Credit Agreement (“agreement”) with Irving Trust 
Company (“Irving Trust”) which permitted Cedar to 
borrow an aggregate principal amount not to exceed 
$18,000,000 outstanding at any one time. The 
borrowings are evidenced by a note (“note”) issued by 
Cedar to Irving Trust bearing interest at a rate no 
greater than the prime rate in effect at Irving Trust from 
time to time. Compensating balances are required in 
the amount of 10% of the amount of any borrowings. 
Borrowings on the note are due and payable in 
installments, with 50% of the outstanding balance of 
the borrowings being originally payable on November 
30, 1977, and the remainder being originally payable on 
December 30, 1977. 


Borrowings pursuant to the agreement were made in 
contemplation of a sale-leaseback transaction 
involving the White Oak preparation plant (said 
transaction to be the subject of a further application to 
this Commission). It was proposed to retire the 
borrowings from Irving Trust under the agreement with 
the proceeds of the sale and leaseback transaction. 
Cedar and Appalachian have applied to the 
Commission for authorization of the sale and 
leaseback of the White Oak preparation plant, with 
notice of the sale and leaseback transaction issuing on 
November 18, 1978, (HCAR No. 20262 in File No. 
70-6087). The sale-leaseback has not as yet been 
consumated. 


By prior supplemental orders in the instant proceeding 
(HCAR Nos. 20279, 20359, 20399 and 20424, November 
30, December 30, 1977, January 30, and February 28, 
1978), the installment payment dates specified in the 
agreement were extended from November 30, and 
December 30, 1977 to March 31, and April 30, 1978, 
respectively. Said extentions were necessary due to 
delays in consumating the sale-leaseback. It is now 
proposed that as consumation will require additional 
time, the installment payment dates as previously 
extended, be further extended to April 30, and May 31, 
1978, respectively. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. No fees nor expenses are to be incurred in 
connection with the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
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public interest and in the interest of investors and 
consumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20478/April 4, 1978 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 


(70-6125) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING BY SUBSIDIARY AND OF COMMON STOCK 
BY SUBSIDIARY TO HOLDING COMPANY 


Ohio Edison Company (“Ohio Edison”), a registered 
holding company, and its electric utility subsidiary 
company Pennsylvania Power Company (‘‘Penn 
Power”) have filed with this Commission an 
application-declaration and amendments thereto 
pursuant to Sections 6(b), 9(a), 10 and 12(f) of the 
Public Utility Holding Company Act of 1935 (“Act”) and 
Rules 43 and 50 promulgated thereunder regarding the 
following proposed transactions. 


Penn Power proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 














Act, up to $25,000,000 principal amount of its first 
mortgage bonds (“Bonds”), in one or more series, each 
series to mature in not less than 5 and not more than 30 
years. The interest rate (which will be a multiple of 1/8 
of 1% and the price (which will be not less than 100%, 
unless Penn Power shall authorize a lower percentage 
not less than 99%, and shall not exceed 102.75% of 
the principal amount of the Bonds plus accrued 


. interest) will be determined by competitive bidding. 


The Bonds will be issued under the Indenture, dated as 
of November 1, 1945, between Penn Power and 
Citibank, N.A., Trustee, as heretofore amended and 
supplemented, and as to be further amended and 
supplemented by a Supplemental Indenture to be dated 
within sixteen days prior to the issuance of the Bonds. 
Penn Power proposed to notify prospective bidders not 
less than 72 hours prior to the time designated for the 
submission of bids of (1) the number of series of 
Bonds to be created and (2) the maturity date of the 
Bonds. 


Penn Power also proposed to issue and sell to Ohio 
Edison, and Ohio Edison proposes to purchase from 
Penn Power, up to 600,000 shares of its authorized but 
unissued common stock (“Common Stock”), par value 
of $18,000,000. It is proposed that 300,000 shares be 
issued and sold in April 1978, 200,000 shares be issued 
and sold in June 1978, and 100,000 shares be issued 
and sold in December 1978. 


It is stated that Penn Power intends to apply part of the 
proceeds from the sale of the Bonds to pay at maturity 
$1,000,000 principal amount of its First Mortgage 
Bonds, 3% Series due May 1, 1978. The balance of the 
proceeds from the sale of the Bonds and the proceeds 
from the sale of the Common Stock will be applied to 
repay a part of short-term loans and to meet 
requirements of its 1978 construction program 
(estimated at $56,815,000). 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$172,000, including legal fees of $26,000, printing 
expenses of $69,500, trustee’s fees of $16,000 and 
accounting fees of $24,400. The fees of counsel for the 
underwriters, to be paid by the successful bidders, are 
estimated at $17,500. The Pennsylvania Public Utilities 
Commission has authorized the issuance and sale of 
$25,000,090 of Bonds and of 300,000 shares of 
Common Stock. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20415), and no 


hearing has been requested of or ordered by the 


Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 


Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 


tion, as amended, be granted and permitted to become 
effective in part: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that Penn Power be, 
and it hereby is, authorized effective forthwith, to issue 
and sell at competitive bidding up to $25,000,000 of 
bonds and to issue and sell to Ohio Edison up to 
300,000 shares of Common Stock, subject to the terms 
and conditions prescribed in Rules 24 and 50 
promulgated under the Act and subject further to the 
reservation of jurisdiction ordered below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the issuance by 
Penn Power of an additional 300,000 shares of 
Common Stock to Ohio Edison. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20479/April 3, 1978 


In the Matter of 

THE COLUMBIA GAS SYSTEM, INC. 

20 Montchanin Road 

Wilmington, Delaware 19807 

COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 


COLUMBIA GAS OF MARYLAND, INC. 
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COLUMBIA GAS OF OHIO, INC. 
99 North Front Street 
Columbus, Ohio 43215 


COLUMBIA GAS TRANSMISSION CORPORATION 


1700 MacCorkle Avenue, S.E. 
Charleston, West Virginia 25314 


COLUMBIA GULF TRANSMISSION COMPANY 


3805 West Alabama Avenue 
Houston, Texas 77027 


COLUMBIA HYDROCARBON CORPORATION 


COLUMBIA COAL GASIFICATION CORPORATION 


THE INLAND GAS COMPANY, INC. 
340-17th Street 
Ashland, Kentucky 41101 


COLUMBIA GAS DEVELOPMENT CORPORATION 


COLUMBIA LNG CORPORATION 


COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
20 Montchanin Road 
Wilmington, Delaware 19807 


(70-6142) 
NOTICE OF PROPOSED INTRASYSTEM FINANCING 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding 
company, and its subsidiary companies named above 
have filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) designating Sections 
6(b), 9, 10, 12(b) and 12(f) of the Act and Rules 43, 45 
and 50(a)(3) promulgated thereunder as applicable to 
the following proposed transactions. All interested 
persons are referred to the application-declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


It is proposed that certain subsidiaries of Columbia 
listed below issue and sell to Columbia prior to April 1, 
1979, common stock (“Common Stock’’) and 
installment promissory notes (collectively, the 
“Installment Notes”) up to the amounts indicated: 











Installment 
Equity Notes 
No. of Par Aggregate. Aggregate 
Shares Value Amount Amount Total 
$ $ $ $ 

Columbia of 

Kentucky ~ ~ ~ 500,000 500,000 
Columbia of 

Ohio - - - 10,500,000 10,500,000 
Columbia of 

Maryland - - ~ 700,000 700,000 
Columbia of 

New York - ~ - 300,000 300,000 
Columbia of 

Pennsylvania - - - 8,100,000 8,100,000 
Columbia of 

Virginia - - - 700,000 700,000 
Columbia of 

West Virginia ~ - - 3,000,000 3,000,000 
Columbia Gulf 362,049 25 9,051,225 3,000,000 12,051,225 
Development U.S. - - ~ 46,000,000 46,000,000 
Development Canada 260,000 25 6,500,000 - 6,500,000 
Inland - ~ 800,000 800,000 
Coal Gasification 560,000 25 14,000,000 14,000,000 28 ,000,000(1) 
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$ 29,551,225 





$ 87,600,000 $ 117,151,225 
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The Installment Notes will be nonregistered and dated 
the date of their issue. The principal amounts will be 
due in twenty (20) equal annual installments on March 
31st of each of the years 1980 to 1999, inclusive. 
Interest on all notes will accrue from the date of 
issuance and is to be paid semi-annually in accordance 
with the provisions of said note on the unpaid principal 
thereof until fully paid. The interest rate will be the 
actual cost of money to Columbia with respect to its 
last sale of debentures prior to the issuance of said 
Notes, decreased by an amount necessary in order that 
the interest rate be a multiple of 1/10th of 1%. 
Columbia sold $75,000,000 principal amount of 
debentures on May 19, 1976 (HCAR No. 19518), at a 
cost of money of 9.327%, and may sell additional 
long-term securities during the financing period. The 
Installment Notes to be issued initially will, therefore, 
bear an interest rate of 9.3% and Installment Notes to 
be issued subsequent to Columbia’s future financings 
will carry an interest rate related to the last such sale of 
securities prior to the issuance of said Notes. None of 
the Installment Notes will be purchased by Columbia 
subsequent to March 31, 1979. 


It is stated that the proceeds from the issuance and 
sale of the Common Stock and: Installment Notes, 
together with funds, generated from internal sources, 
will be used to finance these subsidiaries’ capital 
expenditure programs and corporate needs which 
involve estimated expenditures for 1978 as follows: 


The projected net capital expenditures for 1978 for the 
entire Columbia system are estimated at $321 ,932,000. 
This amount includes expenditures for projects to 
maintain and/or increase Columbia’s gas supply 
reserves which are estimated to approximate 
$182,376,000 or 57% of the system’s net capital 
expenditures. The expenditures for such projects 
include advances to producers, new gas transportation 
facilities, liquefied natural gas regasification facilities, 
the exploration for and development of gas reserves, 
and the research and development of the gasification 
of coal. 


By order dated December 31, 1974 (HCAR No. 18749), 
the Commission approved the joint development 
agreement (“Agreement”) entered into on May 15, 
1974, by Columbia’s wholly owned subsidiary, 
Columbia Coal Gasification Corporation (“CG”) and 
the Carter Oil Company (“Carter”). The Agreement was 
entered into subject to Commission approval and 
provided for the joint development of two West Virginia 
coal mines. The first mine is being developed in Wayne 
County, West Virginia. It is stated that deliveries are 
anticipated to begin in mid-1979 and expected to reach 
annual design capacity of 2.2 million tons in early 
1982. The second mine of equal capacity will be 
developed in Lincoln County, West Virginia and ‘its 
operations are expected to begin approximately two 
years after the opening of the first mine. The 
Commission’s Order of December 31, 1974 (HCAR No. 











Net 
Salvage Net 
Gross and Non- Capital 
Additions Cash Items Expenditures 
$ $ $ 

Columbia of Kentucky 1,597,000 172,000 1,425,000 
Columbia of Ohio 18,232,000 387,000 17,845,000 
Columbia of Maryland 1,101,000 (25,000) 1,126,000 
Columbia of New York 656,000 (33,000) 689,000 
Columbia of Pennsylvania 10,394,000 565,000 9,829,000 
Columbia of Virginia 1,003,000 - 1,003,000 
Columbia of West Virginia 4,991,000 1,027,000 3,964,000 
Columbia Gulf 31,902,000 1,123,000 30,779,000 
Development U.S. 96,677,000 867,000 95,810,000 
Development Canada 18,419,000 - 18,419,000 
Inland 4,151,000 942,000 3,209,000 
Coal Gasification 22,941,000 1,830,000 21,111,000 
212,064,000 6,855,000 205,209,000 
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18749) authorized the issuance and sale from time to 
time through December 31, 1975, by CG of up to 
$11,000,000 of its securities to Columbia for the 
development and operation of the two West Virginia 
mines. That order further stated that the balance of the 
required financing would be the subject of future 
applications to the Commission. CG now proposes to 
issue up to $28,000,000 of securities to Columbia, 
including $25,000,000 for mine development. 


It is also proposed that Columbia advance on open 
account to certain subsidiaries, and have outstanding 
from time to time, up to an aggregate amount of 
$260,700,000 to finance the purchase by such 
subsidiaries of underground storage gas inventories, 
miscellaneous other inventories and for short-term 
seasonal purposes. 


It is stated that the most economical method of 
financing these inventories and other short-term 
seasonal requirements of subsidiary companies is to 
provide such funds on a short-term basis, to be taken 
as needed during the summer months and to be repaid 
during the winter from the proceeds of the sale of gas. 
It is further stated that the most feasible manner of 
accomplishing such short-term financing is to 
borrow the funds from Columbia. 


The proposed advances will be limited to the amount of 
each subsidiary’s estimated short-term financing 
requirements as shown below: 


Columbia of Ohio $ 75,000,000 
Columbia of West Virginia 24,000,000 
Columbia of Kentucky 10,500,000 
Columbia of Virginia 2,000,000 
Columbia of Pennsylvania 15,000,000 
Columbia of Maryland 800,000 
Columbia of New York 2,400,000 
Columbia Transmission 100,000,000 
Hydrocarbon 6,000,000 
ColumbiaLNG 25,000,000 

Total $260,700,000 


The open account advances will initially bear interest at 
the rate in effect from time to time at the agent bank for 
Columbia’s short-term loan line of credit. Interest 
charges to the Subsidiaries subsequently will be 
adjusted, after the storage financing period, to the 
effective cost of money Columbia achieves on its 
short-term borrowing for this purpose. Substantially all 
of such advances are expected to be taken down by 
December 31, 1978, however, a portion may be taken 
down during the period January 1, 1979, through May 
31, 1979. The funds would be advanced, repaid and 
reborrowed, as required from time to time for periods 


662/SEC DOCKET 


not exceeding one year from the date of each advance. 
All such advances are to be repaid on or before May 31, 
1979. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated 
at $13,000, including charges for services of Columbia 
Gas System Service Corporation estimated at $6,600. It 
is stated that authorization for the sale of securities is 
required from the various state public utility regulatory 
commissions for Columbia of Kentucky, Columbia of 
Ohio, Columbia of New York, Columbia of 
Pennsylvania, Columbia of Virginia and Columbia of 
West Virginia. It is further stated that no other state 
commission and no federal commission, other than 
this Commisison, has jurisdiction over the proposed 
transactions. It is stated that the issuance of the 
Installment Notes and Common Stock by subsidiaries 
is excepted from the competitive bidding requirements 
of Rule 50 by reason of paragraph (a)(3) thereof since 
the acquisition by Columbia of the Installment Notes 
and Common Stock will have been approved by this 
Commission pursuant to Section 10 of the Act. It is 
further requested that the applicants be authorized to 
file certificates under Rule 24 with respect to the 
proposed transactions on a quarterly basis. 


NOTICE IS FURTHER GIVEN that any interested 
person may,not later than April 27, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicant-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
George A. Fitzsimmons 
-coretary 


—- — ————nee 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20480/April 3, 1978 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-5840) 


SUPPLEMENTAL ORDER REGARDING ISSUANCE 
AND SALE OF COMMON STOCK PURSUANT TO A 
DIVIDEND REINVESTMENT AND STOCK PURCHASE 
PLAN. 


Middle South Utilities, Inc. (“Middle South”), a 
registered holding company, has filed with this 
Commission a post-effective amendment to the 
declaration in this proceeding pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50(a)(5) promulgated thereunder 
regarding the following proposed transaction. 


By order in this proceeding dated May 20, 1976 (HCAR 
No. 19538), Middle South was authorized to issue and 
sell from time to time through June 30, 1981, a 
maximum of 1,000,000 shares of its authorized but 
unissued common stock, $5 par value, (“Additional 
Stock”), pursuant to a Dividend Reinvestment and 
Stock Purchase Plan (“Plan”). Middle South has issued 
and sold 281,392 of the 1,000,000 shares so authorized. 


In order to encourage investment in the Plan, Middle 
South now proposes to amend the Plan to (1) allow 
investment of all or a portion rather than exclusively all 
of the dividends declared and paid on a participant’s 
common stock, (2) provide for monthly rather than 
exclusively quarterly investments of optional cash 
payments, subject to the existing limitation of not less 
than $25 per payment nor more than $5,000 per quarter, 
(3) facilitate participation, by special authorization 
form, in the Plan by record holders on behalf of certain 
beneficial owners who have not been able to participate 
due to legal requirements relating to possession of 
assets, including securities holdings, and (4) remove 
the requirement that optional cash payments be applied 
to the purchase of Additional Stock only to the extent 
that Additional Stock is offered to and not purchased 
by holders of shares of common stock with their cash 
dividends. The restriction discussed in (4) is no longer 
necessary because the shareholders of Middle South at 
its 1977 Annual Meeting approved an exclusion from 
the preemptive rights provision in Middle South’s 
Restated Articles of Incorporation for an offering 
pursuant to adividend reinvestment and stock purchase 
plan open to all shareholders. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 


proposed transaction. Middle South has requested that 
the issuance and sale of the Additional Stock be 
excepted from the competitive bidding requirement of 
Rule 50 pursuant to paragraph (a)(5) thereof. 


Due notice of the filing of said post-effective 
amendment to the declaration has been given in the 
manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 20432), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to 
become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20481/April 3, 1978 


In the Matter of 

THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA GAS SYSTEM SERVICE CORPORATION 
20 Montchanin Road 

Wilmington, Delaware 19807 

(70-6136) 


NOTICE OF PROPOSED INCREASE IN RETURN ON 
CAPITAL STOCK OF SUBSIDIARY 


NOTICE IS HEREBY GIVEN that The Cclumbia Gas 
System, Inc. (“Columbia”), a registered holding 
company, and Columbia Gas System Service 
Corporation (“Service”), its wholly owned subsidiary, 
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have filed a joint declaration, with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Section 13 of the Act and 
Rules 90 and 91 promulgated thereunder as applicable 
to the following proposed transactions. All interested 
persons are referred to the joint declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Service provides accounting, audit:.1g, rate, stationery, 
insurance, depreciation, research, tax, environmental, 
financial, legal, statistical, electronic data processing 
and general advisory services to the affiliated operating 
company subsidiaries of Columbia. Subsidiaries of 
Columbia are billed by Service on a monthly basis to 
cover its operating costs and a return on invested 
capital for services requested. Service proposes to 
increase the compensation allowed on its capital stock 
owned by Columbia in order to adjust for increases in 
costs of capital that have occurred since 1968 when the 
Commission authorized the current compensation of 
6% on capital procured through the issuance of 
Service’s capital stock. 


Cost of debt capital to Columbia has ranged from 7% 
on debentures issued in 1968 to 10-1/8% on 
debentures issued in 1975, and the most recent issue 
of debentures in 1976 reflects an interest rate of 
9-1/8%. It is estimated that a new issue of debentures 
of Columbia at the present time would carry an interest 
rate of approximately 9%. It is stated that with current 
long-term interest rates on long-term debt of Columbia 
at a 9% level, it is not unreasonable that the cost of 
equity capital, which capital has a junior position in the 
capital structure and therefore bears greater financial 
risk than does senior capital, should be approximately 
12.5%. This rate of return on equity capital has been 
recognized as appropriate by all regulatory commis- 
sions having jurisdiction over the subsidiaries of 
Columbia, with the exception of the West Virginia 
Commission. 


The Federal Power Commission (“FPC”), predecessor 
of the Federal Energy Regulatory Commission 
(“FERC”), and regulatory commissions of six of the 
seven states in which distribution subsidiaries of 
Columbia operate, have allowed returns on 
subsidiaries’ equity capital that approximate 12.5%, 
and overall returns in the 9% to 10% range. Since 80% 
of the investment in regulated subsidiaries is in 
transmission subsidiaries, it is proposed that the 
compensation on capital stock allowed Service be 
based on the last allowed overall rate of return 
authorized by FERC. The last overall rate of return 
allowed by the FPC to transmission subsidiaries of 
Columbia, reflecting both equity and debt costs, was 
9.49%, and was ordered on September 13, 1976. 
Applying the 9.49% overall rate of return to the total 
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capitalization of Service at December 31, 1977, results 
in a total return allowance of $1,397,381 and 
subtracting the 1977 interest costs of $382,083 results 
in an allowance for equity of $1,015,298 or a return of 
12.1% on present equity outstanding. It is proposed 
that the 9.49% overall rate remain in effect until a new 
FERC rate of return is authorized. With reference to 
Rule 91 under the Public Utility Holding Company Act 
of 1935, it is stated that Service believes such 
compensation to be reasonable. It is further stated that 
Service charges to associates would increase by 
approximately $980,000 annually. 


Service further proposes to limit its capital stock to 
$8,400,000, the amount presently outstanding, 
representing 84,000 shares of common stock at a par 
value of $100 per share. No additional shares of capital 
stock are presently authorized. 


It is stated that additional long-term financing of 
Service will be provided through the issuance of 
installment promissory notes, at least until the capital 
structure of Service has substantially the same ratio of 
long-term debt capital to equity capital as does the 
consolidated capital structure of Columbia and its 
subsidiaries. 


It is stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. It is stated 
that the fees and expenses to be incurred in connection 
with the proposed transaction are estimated to be 
approximately $5,000. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 27, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing in respect thereof. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarants at the above-state address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration as filed or as it may 
be amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements theredf. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20482/April 4, 1978 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


(70-6138) 


ORDER AUTHORIZING PROPOSAL BY HOLDING 
COMPANY TO ENTER INDEMNITY AGREEMENT FOR 
BENEFIT OF ITS SUBSIDIARY COMPANIES 


Allegheny Power System, Inc. (‘‘Allegheny’’), a 
registered holding company, has filed a declaration 
with this Commission pursuant to Section 12(b) of the 
Public Utility Holding Company Act of 1935 (“Act”) and 
Rule 45 promulgated thereunder regarding the 
following proposed transaction. 


The proposed transaction involves the indemnification 
by Allegheny of an insurance company as to liabilities 
which may be incurred by them in connection with 
certain surcharge revenues to be collected for West 
Virginia retail electric service by Monongahela Power 
Company (“Monongahela”) and The Potomac Edison 
Company (“PE”) each of which is a wholly-owned 
electric utility subsidiary of Allegheny. 


Monongahela and PE each provide retail electric 
service in portions of West Virginia. Since February 
1975, they have not been permitted to include 
automatic fuel cost adjustment clauses in their retail 
electric tariffs in that state. Virtually 100% of 
Monongahela’s and PE’s electric generation capability 
is fueled by coal. It is stated that since the beginning of 
the coal miners’ strike in December 1977, Monongahela 
and PE have received virtually no coal. In order to 
continue to provide electric service to its customers, 
Monongahela and PE have purchased large amounts of 
electric energy from neighboring unaffiliated systems 
at prices substantially in excess of what it costs them 
to generate such energy. To recover the excess costs of 
such purchases, Monongahela and PE filed petitions 


with the Public Service Commission of West Virginia 
(“PSC”) for emergency surcharges of $.002 per 
kilowatt-hour for all kilowatt-hours billed under certain 
rate schedules, such surcharges to remain in effect 
until such time as such excess costs have been 
recovered. On February 24, 1978, the PSC authorized 
the imposition of the requested surcharges by 
Monongahela and PE but conditioned the effectiveness 
thereof, among other things, on the posting of a bond 
in the amount of $12,500,000 in the case of 
Monongahela and $2,000,000 in the case of PE, plus 
interest in each case at the rate of 9-2% per annum, to 
assure repayment to customers of such amounts 
collected in excess of amounts necessary to reimburse 
Monongahela and PE for such excess costs. The PSC 
also instituted an investigation and scheduled hearings 
to commence in April 1978 to determine the amounts of 
such excess costs incurred by Monongahela and PE. 


Because of the time pressure involved, Allegheny 
proposes to have such bonds posted by Safeco 
Insurance Company of America (“Safeco”). It is stated 
that Safeco, as well as various other insurance 
companies providing such bonds, has indicated that to 
obtain the most economic rate for such bonds, 
indemnification of the insurance company by a known 
company with an acceptable credit rating is necessary. 
Safeco agreed to provide the necessary bonds on the 
basis that Allegheny would indemnify Safeco for any 
loss or expense in connection with the bonds issued by 
Safeco. Allegheny entered into an indemnity 
agreement with Safeco, whereby Allegheny will 
indemnify Safeco for any loss or expense incurred by 
Safeco in connection with the bonds issued as surety 
for Monongahela and PE. The maximum amount of the 
indemnity from Allegheny to Safeco at any one time 
outstanding will not exceed $12,500,000 as to 
Monongahela and $2,000,000 as to PE. As the 
surcharges are to be collected over a period of time (at 
the rate of between $1,500,000 to $2,000,000 per 
month) and hearings are scheduled for April 1978, it is 
not expected that the actual amount of indemnity 
outstanding will ever reach those maximums. The cost 
of the bonds to Monongahela and PE is stated to 
aggregate about $13,000. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20442), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
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interest and in the interest of investors and consumers 
that said declaration be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20483/April 4, 1978 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


(70-6124) 


ORDER AUTHORIZING PROPOSAL BY HOLDING 
COMPANY TO BECOME BONDED AS SURETY TO A 
STATE FOR BENEFIT OF ITS SUBSIDIARY COMPANY 


Allegheny Power System, Inc. (‘‘Allegheny’’), a 
registered holding company, has filed a declaration 
with this Commission pursuant to Section 12(b) of the 
Public Utility Holding Company Act of 1935 (“Act”) and 
Rule 45 promulgated thereunder regarding the 
following proposed transaction. 


On November 18, 1977, The Potomac Edison Company 
(“PE”), a public-utility subsidiary of Allegheny, filed an 
application for rate increases with the Public Service 
Commission of West Virginia. Allegheny proposes to 
become bonded as surety to the State of West Virginia 
in such amount as shall be determined by the West 
Virginia Public Service Commission for prompt refund 
by PE of all amounts PE may collect or receive in 
excess of such rates and charges as may be finally 
fixed by said Commission, plus interest at such annual 
rate as such Commission may determine by order to be 
necessary and appropriate. The purpose of the 
proposed transaction is to enable PE, as permitted by 
West Virginia law, to begin applying the new increased 
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rates prior to completion of the Commission’s 
investigation, hearing, and decision with respect 
thereto. The amount of the bond and the interest rate 
are determined by the appropriate West Virginia 
authority. It is expected that the amount of the bond 
will not exceed $7,050,000, which is the estimated 
additional annual revenue that the new rates will 
provide. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20428), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that Said declaration be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20484/April 4, 1978 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-6132) 


ORDER AUTHORIZING HOLDING COMPANY TO ACT 
AS SURETY FOR SUBSIDIARY COMPANY 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed a declaration 
with this Commission pursuant to Sections 12(b) and 
12(f) of the Public Utility Holding Company Act of 1935 











(“Act”) and Rule 45 promulgated thereunder regarding 
the following proposed transaction. 


AEP proposes to act as surety for its electric utility 
subsidiary company, Appalachian Power Company 
(“Appalachian”), in connection with a certain 
Appalachian rate proceeding now pending before the 
Public Service Commission of West Virginia (“state 
commission”). On September 12, 1977, Appalachian 
filed with the state commission new increased rates for 
electric service in West Virginia. By orders dated 
October 7, and November 10, 1977, the state 
commission suspended the increased rates until March 
15, 1978, subject to the posting by Appalachian of an 
appropriate bond to assure the making of appropriate 
refunds to its customers in the event the state 
commission’s final order in the rate proceeding should 
require refunds to be made. The state commission has 
indicated that it would permit AEP to become a surety 
for Appalachian in lieu of Appalachian’s posting of the 
said bond. 


The purpose of the proposed transaction is to enable 
Appalachian, as permitted by West Virginia law, to 
begin applying the new increased rates prior to 
completion of the state commission’s investigation, 
hearing and decision with respect thereto. It is 
expected that the amounts of the bond for the new 
increased rates will not exceed $85,000,000, which is 
equal to the estimated additional annual revenue that 
the new increased rates will provide. In the event that 
the amount of the bond ordered by the state 
commission should exceed this amount, AEP will not 
execute the statutory bond until this Commission has 
issued a further order with respect thereto. It is desired 
to consummate the proposed transaction in order that 
Appalachian might save the cost of obtaining the 
statutory bond, which is estimated to cost 
approximately $65,000 annually. AEP has advised that 
it has heretofore served as surety pursuant to Rule 
45(b)(3). 


The fees and expenses to be paid, including legal fees, 
are estimated as not to exceed $2,500. Aside from the 
state proceeding described herein, no state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20437), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 


interest and in the interest of investors and consumers. 


that said declaration, as amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20485/April 5, 1978 


In the Matter of 


INDIANA & MICHIGAN POWER COMPANY 
Bridgman, Michigan 


(70-6088) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS TO INSTITUTIONAL 
INVESTORS AND GRANTING EXCEPTION FROM 
COMPETITIVE BIDDING 


Indiana & Michigan Power Company (“Power”), an 
electric generating subsidiary company of Indiana & 
Michigan Electric Company (“Electric”), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has 
filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 6, 
7, and 12(c) of the Public Utility Holding Company Act 
of 1935 (“Act”), and Rules 42(b)(2) and 50(a)(5) 
promulgated thereunder regarding the following 
proposed transaction. 


Power, a Michigan corporation, was organized on April 
20, 1971, to acquire, complete the construction of, and 
operate the Donald C. Cook Nuclear Plant (“Cook 
Plant”), a nuclear fueled steam electric generating 
station situated along the shore of Lake Michigan near 
Bridgman, Michigan. It was originally intended that 
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these facilities be built and operated by Electric. By 
order issued August 23, 1971 (HCAR No. 17247), the 
Commission approved their transfer from Electric to 
Power. The Cook Plant is to consist of two 1,100,000 
kilowatt generating units, the first of which was placed 
in commercial operation on August 23, 1975, and the 
second of which is scheduled to be placed in 
commercial operation during 1978 or later. 


To finance the purchase and to complete construction, 
Power issued and had outstanding as of November 30, 
1977, the following securities: 


(000’s) % 
Long Term Debt 
First Mortgage Bonds $ 70,277 7.6 
Notes Payable to Banks 360,000 38.7 
Subordinated Notes Payable 
to Electric 69,000 7.4 
Total 431,277 53.7 
Common Stock Equity 431,089 46.3 





$930,366 100.0 





The proposed financing would refund the Bank Notes 
with the proceeds from the sale of up to $300,000,000 
of Power’s First Mortgage Bonds. 


All the common stock is owned by Electric, which is 
Power's sole customer. Power has entered into a 
Capital Funds Agreement with Electric which requires 
Electric to maintain the equity capital portion of Power 
at no less than 35% of its capitalization. They have 
also entered a Power Agreement pursuant to which 
Power makes available to Electric all of the power (and 
the energy associated therewith) available at the Cook 
Plant end Electric pays to Power amounts at least 
sufficient to enable Power to pay its operating 
expenses and expenses related to payment of its 
indebtedness and taxes, regardless of the energy 
actually supplied. 


$300,000,000 of the Bank Notes, issued under a Bank 
Loan Agreement, as amended, mature on September 
30, 1980, and bear interest at a rate equal to one-half of 
one percent plus the prime commercial loan rate of 
Manufacturers Hanover Trust Company (‘“Manufac- 
turers”) from time to time in effect. The remaining 
Bank Notes were issued pursuant to a further 
amendment of the Bank Loan Agreement, which 
provides that an additional $75,000,000 of Bank Notes 
may be sold. These Bank Notes mature on September 
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30, 1980, and bear interest a rate per annum equal to 
115% of the prime commercial loan rate of 
Manufacturers in effect from time to time, and as to 
which Power does not plan to maintain any 
compensating balances. 


The sale of the $75,000,000 of principal amount of first 
mortgage bonds, a 10 7/8% Series due 1984, was 
authorized by Commission order of December 4, 1975, 
(HCAR No. 19282). They were sold at competitive 
bidding and are secured by a Mortgage and Deed of 
Trust (“Mortgage”), dated December 1, 1975, to 
Manufacturers, as Trustee. 


Power now proposes to issue and sell up to 
$300,000,000 principal amount of First Mortgage 
Bonds (or “Bonds”), to be issued in one or more series, 
the terms of which will be determined by negotiation. It 
is expected that the Bonds will have maturities of not 
less than 20 years nor more than 30 years and will have 
cash sinking fund provisions designed to retire the 
Bonds by their maturities. It is stated that the issuance 
of the Bonds by Power will be effected in compliance 
with all applicable indenture, charter and other 
standards relating to such Bonds. The proceeds of the 
Bonds will be deposited in the construction fund under 
the Mortgage, and withdrawn by Power by application 
to the Trustee under the Mortgage and the certification 
of construction costs. Funds so withdrawn from the 
construction fund will be used or applied by Power to 
prepay, or to reimburse its treasury for funds expended 
to prepay, without penalty or premium, Notes under 
the Bank Loan Agreement, and for construction, it 
being anticipated that substantially all of the funds so 
withdrawn will be applied to the prepayment of Notes. 


It is stated that because the Cook Plant is nuclear 
fueled, a series of inspections by governmental 
officials, occasional design changes, and licensing 
procedures create uncertainties which, in light of the 
amount of First Mortgage Bonds which will be 
necessary for Power to issue to refund all the Notes, 
make it economically advantageous for Power to 
arrange for refinancing the Notes on a basis that would 
minimize the impact on its financing program of 
unexpected developments in the nuclear licensing field 
or in the completion of the construction of Cook Plant 
Unit No. 2. Power states that although it has not 
approached any financial institution, Power believes 
that funds for investment in debt securities such as the 
Bonds are currently available from certain life 
insurance companies and other financial institutions, 
although there are some indications that this condition 
may be changing. Power believes that if funds from 
such sources are in fact available to Power on favorable 
terms in 1978, it would be desirable for Power to utilize 
such sources of capital for the refunding in 1978 of its 
Notes through the issuance and sale of First Mortgage 














Bonds. Such a step would enable Power to complete 
the construction of Unit No. 2 of the Cook Plant, and 
complete necessary licensing procedures, during the 
course of the sale of the First Mortgage Bonds, and 
would minimize the amount of the refunding which 
would otherwise be necessary in 1979 and the early 
part of 1980 at then prevailing interest rates. Power 
believes that it would not be practicable under existing 
market conditions to sell at competitive bidding a 
single series of First Mortgage Bonds in an amount as 
large as $300,000,000. It is reluctant to embark in a 
series of partial refundings. It fears that the 
intervention of adverse market conditions, or 
temporary difficulties in the nuclear licensing field 
during the course of such an effort might have an 
inordinate adverse effect on the entire financing 
program. 


Under the foregoing circumstances, Power requests an 
exemption from the competitive bidding requirements 
of paragraph (b) of Rule 50 under the Act. Power 
proposes, if the authorization herein requested is 
granted, to request the assistance of Blyth Eastman 
Dillon & Co. Incorporated and possibly one or more 
other investment banking firms, in identifying potential 
institutional purchasers of the refunding Bonds and 
with respect to the terms required to effect sales of 
such bonds to such purchasers. Any compensation to 
be paid by Power to any such investment banking firm 
for such service would be subject, prior to the payment 
thereof, to authorization by the Commission. 


The record is incomplete with respect to fees and 
expenses to be incurred in connection with the 
proposed transaction, including any compensation to 
be paid to investment banking firms. The proposed 
issuance and sale of the Bonds is possibly subject to 
the jurisdiction of the Michigan Public Service 
Commisison. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20397), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 


forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act and 
subject further to the reservation of jurisdiction 
ordered below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the terms of the 
Bonds, including interest rates, sinking funds, and 
redemption provisions, and with respect to the fees 
and expenses to be incurred in connection with the 
proposed transaction. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20486/April 5, 1978 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-6130) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO A DIVIDEND 
REINVESTMENT PLAN AND AN EMPLOYEE SAVINGS 
PLAN 


The Southern Company (“Southern”), a registered 
holding company, has filed an application-declaration 
and amendments thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50(a)(5) 
promulgated thereunder regarding the proposed 
transactions. 


Southern proposes to issue and sell up to 3,525,000 
shares of its authorized but unissued common stock, 
par value $5 per share, (‘Additional Common Stock”) 
pursuant to its Dividend Reinvestment and Stock 
Purchase Plan (“Dividend Plan”). It is anticipated that 
such shares will be issued and sold from time to time 
through April 30, 1980, the majority of such shares 
being sold on or prior to April 30, 1979. Southern 
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proposes to use the proceeds from the sale of the 
shares (such proceeds estimated not to exceed 
approximately $59,925,000) to make capital contribu- 
tions to its subsidiaries which will in turn use such 
funds to retire outstanding short-term debt and to 
finance, in part, their respective construction 
programs. 


The Additional Common Stock will be offered to all 
holders of record of Southern’s common stock 
pursuant to a voluntary plan whereby shareholders may 
elect to (1) have dividends on all of their shares of 
Southern common stock automatically reinvested in 
shares of common stock at a price equal to 95% of the 
average of the high and low sale prices of Southern’s 
common stock, as published in The Wall Street 
Journal on the dividend payment date (or the next 
preceding day on which the New York Stock Exchange 
is open, if it is closed on the dividend payment date), 
such average of the high and low sale prices being 
hereinafter referred to as the “Market Price Average”, or 
(2) reinvest less than all of their dividends in shares of 
common stock at a price equal to 95% of the Market 
Price Average, or (3) reinvest all or less than all of their 
dividends as described above and, in addition, make 
optional cash payments (not less than $25 per payment 
nor more than a total of $3,000 per quarter) to invest in 
shares of common stock at a price equal to 100% of the 
Market Price Average, or (4) continue to receive cash 
dividends on all shares registered in their names and 
invest only optional cash payments. Dividends on 
shares credited to a participant’s account under the 
Dividend Plan will be reinvested in shares of common 
stock at a price equal to 95% of the Market Price 
Average. No shares will be sold under the Dividend 
Plan at less than the par value of such shares. 


The First National Bank of Atlanta currently 
administers the Dividend Plan and makes purchases of 
shares as agent for the participants. No service charge 
or commission will be paid by participants in 
connection with purchases under the Dividend Plan. 


Participants will retain all voting rights relating to 
shares purchased under the Dividend Plan and credited 
to their accounts, and shares will be voted in 
accordance with the instructions of the participant to 
whose account they are credited. 


A participant will be able to withdraw from the Dividend 
Plan at any time upon written notice. Upon withdrawal, 
the participant will be issued, without charge, a 
certificate for the number of shares credited to his 
account and will receive a cash payment for the value 
of any fractional share, which cash payment will be 
based on the closing sale price of Southern’s common 
stock, as published in The Wall Street Journal on the 
next business day following the day the withdrawal 
request is received, less any related brokerage 
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commission and transfer tax. Without withdrawing 
from the Dividend Plan, a participant will be entitled to 
demand and receive a certificate representing the full 
shares of common stock credited to his account. 


Southern reserves the right to suspend, modify or 
terminate the Dividend Plan at any time. 


All shareholders not currently participating in the 
Dividend Plan will be mailed a summary prospectus 
describing the Plan and advising shareholders as to the 
manner by which they may participate therein. A 
summary prospectus will also be sent to all those who 
become shareholders after the initial mailing of such 
summary prospectus. The continued existence of the 
Dividend Plan will occasionally be brought to the 
attention of nonparticipants by a re-mailing of the 
summary prospectus. All shareholders who are 
currently participants in the Dividend Plan or who later 
join the Dividend Plan will be sent a copy of a complete 
prospectus. 


Southern further proposes to issue and sell a maximum 
of 1,000,000 shares of its authorized but unissued 
common stock, par value $5 per share (the “New 
Stock”), pursuant to the Employee Savings Plan for 
The Southern Company System (“Savings Plan”). It is 
anticipated that the New Stock will be issued and sold 
from time to time through April 30, 1980. Southern 
proposes to use the proceeds from the sale of the New 
Stock (such proceeds est nated not to exceed 
approximately $17,000,000) to make capital contribu- 
tions to its subsidiaries which will, in turn, apply the 
proceeds to the retirement of outstanding short-term 
debt and to finance, in part, their respective 
construction programs. 


The New Stock will be offered to employees of 
Southern’s subsidiaries pursuant to a voluntary plan 
under which employees may contribute, through 
payroll deductions, not less than 2% nor more than 
12% of their compensation (base salary or wages). 
Each employing company will contribute, on behalf of 
each of the Savings Plan members in its employ, an 
amount equal to 50% of such of the member's 
contributions as are not in excess of 6% of the 
member’s compensation. The First National Bank of 
Atlanta acts as Trustee for the trust which is part of the 
Savings Plan, and the Savings Plan is administered by 
the Savings Plan Committee, the members of which are 
appointed by the Board of Directors of Southern 
Company Services, Inc. 


Each Savings Plan member must direct that his 
contributions be invested in one or more of three 
funds: (1) Company Stock Fund—consisting of 
Southern’s common stock; (2) Equity Fund—consist- 
ing of common or capital stocks and securities 
convertible into common or capital stock (other than 

















securities issued by or convertible into securities 
issued by Sourthern or any of its subsidiaries), 
short-term investments, and investments in certain 
commingled trust funds; (3) Fixed Income Fund— 
consisting of direct obligations of the U.S. 
Government and its agencies, corporate bonds, 
debentures, notes, certificates of indebtedness, 
evidences of indebtedness of Southern or its 
subsidiaries or affiliates, savings account deposits and 
investments in certain commingled trust funds. All 
employing company contributions are invested in the 
Company Stock Fund. 


An employee is eligible to participate in the Savings 
Plan if: (a) he is at least 21 years of age and (b) he has 
completed at least one year of service (in which he has 
completed at least 1,000 hours of service) with one or 
more Southern subsidiaries. Any employee repre- 
sented by a collective bargaining agent may not 
participate in the Savings Plan unless the 
representatives of his bargaining unit and the 
employing company mutually agree to participation in 
the Savings Plan by members of the bargaining unit. 


The amount of an employee’s contributions may be 
changed by the employee if the employee gives at least 
sixty days notice of such change. By delivering at least 
thirty days prior notice, an employee may voluntarily 
suspend the making of contributions for a period of not 
less than six months. The member’s direction as to the 
fund or funds in which his contributions are to be 
invested will continue in effect until changed by the 
member, and the member may change such investment 
direction once in each year. 


A separate account is established for each member, 
and each member is furnished a statement of his 
account annually and upon any distribution or 
withdrawal. 


The amount to the credit of a member’s account 
attributable to his own contributions is fully vested in 
the member at all times. Amounts attributable to 
employing company contributions are fully vested in 
the member upon his death or retirement pursuant to 
the pension plan of his employing company. Prior to 
those events, the amount to the credit of a member’s 
account attributable to employing company contribu- 
tions is vested in the member in accordance with a 
schedule which begins with a 50% vesting after five 
years of service and increases by 5% with each year of 
service thereafter until, after 15 years of service, these 
amounts are fully vested. Any amounts not vested 
upon a member's termination of employment are 
forfeited and will be applied as a credit to reduce 
subsequent contributions of the employing company. 


While remaining in employment, a member may, upon 
giving sixty days prior written notice to his employing 


company withdraw all or certain portions of the amount 
to his credit, but, if such withdrawal is made other 
than under circumstances which the Savings Plan 
Committee determines to constitute a financial 
emergency in the affairs of the member, the member’s 
contributions and those of his employing company will 
be suspended for certain periods of time as provided by 
the Savings Plan. 


The Trustee will vote the shares of common stock of 
Southern held by it in accordance with written 
directions received from the individual members on 
whose behalf such shares are held and will not vote any 
such shares for which voting instructions are not 
received. The Trustee has the authority to vote all other 
securities in its discretion. No certificate or document 
evidencing participation in the Savings Plan is issued. 


Brokerage fees, commissions, transfer taxes and other 
expenses incident to the purchase or sale of securities 
by the Trustee are deemed to be a part of the cost of 
such securities or deducted in computing the proceeds 
therefrom, as the case may be, and shall be paid from 
the trust fund. Any transfer taxes in connection with 
the distribution of Southern common stock to 
members or their beneficiaries will be borne by the 
accounts of the members as the Savings Plan 
Committee shall determine. Taxes, if any, payable with 
respect to the assets or income of the fund will be 
charged against the accounts of members. Other 
expenses of administering the Savings Plan will be 
paid by Southern Company Services, Inc., subject to 
reimbursement by the other employing companies of 
their proportionate shares of such expenses. 


The Board of Directors of Southern Company Services, 
Inc., has the right to amend or terminate the Savings 
Plan in whole or in part. Any employing company may, 
by action of its board of directors and approval by the 
Board of Directors of Southern Company Services, 
Inc., suspend or terminate the making of contributions 
of members in the employ of such employing company 
and of contributions by such employing company. In 
the event of termination or partial termination or upon 
complete discontinuance of contributions under the 
Savings Plan by all employing companies or by any one 
employing company, the amount to the credit of the 
accounts of each member whose employing company 
shall be affected by such termination or discontin- 
uance shall become nonforfeitable and will be 
distributed to the member as soon as practicable after 
such termination or discontinuance. 


Investment purchases by the Trustee for the funds may 
be made either on the open market or by private 
purchase, provided that no private purchase may be 
made of common stock of Southern at a price greater 
than the last sale price or current independent bid 
price, whichever is higher, for such stock on the New 
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York Stock Exchange, plus an amount equal to the 
commission payable in a stock exchange transaction if 
such private purchase is not made from Southern. The 
Trustee may purchase common stock of Southern 
directly from Southern under the Dividend Plan or 
under any other similar plan made available to all 
holders of record of shares of common stock of 
Southern, at the purchase price provided for in such 
plan. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$176,000, including legal fees of $17,000 and 
accounting fees of $8,600. It is stated that no state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20445), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20487 /April 6, 1978 


In the Matter of 


LYKES BROS., INC. 
Tampa, Florida 
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(31-758) 
ADMINISTRATIVE PROCEEDING 
FILE NO. 3-5234 


MEMORANDUM OPINION AND ORDER GRANTING 
LIMITED EXEMPTION UNDER SECTION 3(a)(1) AND 
ORDERING, UPON CONSENT OF HOLDING COM- 
PANY, DIVESTITURE OF GAS UTILITY SUBSIDIARY 
PURSUANT TO SECTION 11(b)(1) 


This proceeding involves an application for exemption 
filed by Lykes Bros., Inc. (“Lykes”), a Florida corpora- 
tion, pursuant to Sections 3(a)(1) and 3(a)(3) of the 
Public Utility Holding Company Act of 1935 (‘‘Act”). 
Lykes became a holding company, as defined in 
Section 2(a)(7)(A) of the Act, when, in June 1976, it 
acquired substantially all of the common stock of 
Peoples Gas System, Inc. (“Peoples”), also a Florida 
corporation. Peoples, a gas utility company as defined 
in Section 2(a)(4) of the Act, distributes natural gas in 
two separate service areas in Florida. 


Lykes applied for an exemption as a holding company 
from all provisions of the Act, but the Commission’s 
Division of Corporate Regulation (“Division”) opposed 
the application. Lykes has amended its application and 
now requests only a limited exemption. It has 
undertaken to dispose of its interest in Peoples 
pursuant to Section 11(b)(1) and, upon divestiture, 
Lykes will cease to be a holding company. 


Lykes is engaged directly or through subsidiaries in 
ranching, farming and food processing throughout 
Florida and in parts of Georgia and Texas. Through its 
operating divisions, Lykes engages in cattle ranching, 
meat packing, citrus farming and sugarcane and 
recreational operations. In addition, several of its 
officers and directors engage in the day-to-day 
operations of major Florida banks, including the Bank 
of Clearwater, which has assets of about $138 million. 
Lykes owns about 84% of the stock of this bank. 


Lykes has eight wholly or substantially owned 
nonutility subsidiaries in addition to the Bank of 
Clearwater. The largest of these, with assets of about 
$81.5 million, is Lykes Pasco Packing Co., a 97.5% 
owned subsidiary which distributes citrus juice 
through dispenser operations throughout the United 
States and Canada. Lykes’ only other substantial 
subsidiary, Multi-Line Can Corp., supplies all of the 
cans used by Lykes Pasco Packing Co. in distributing 
its citrus juice products. 


As of December 31, 1977, Lykes reported total assets 
of $62,380,266, including investments in and advances 
to subsidiaries of $14,466,381. Excluding the Bank of 
Clearwater and Peoples, Lykes’ consolidated would be 














about a $145 million company. Lykes has issued and 
outstanding 18,792 shares of common stock in the 
hands of approximately 177 shareholders. The 
company was once a closely held family concern, but 
through the years, with family distributions and 
distributions to company employees, it has become a 
more widely owned corporation. . 
Peoples distributes natural gas and, through two 
wholly-owned subsidiaries, containerized liquefied 
petroleum gas, to approximately 124,000 customers in 
two separate areas of Florida. Its east coast service 
division extends from Southern Miami Beach 
approximately forty miles north to the Palm Beach 
County line, and its west coast division serves Tampa 
and adjoining areas of Hillsborough County. 
Interruptible service to industrial customers accounts 
for most of Peoples’ sales in its west coast division, 
while the east coast division serves mostly residential 
and commercial customers. Peoples purchases all of 
its natural gas requirements from the Florida Gas 
Transmission Company, a nonaffiliated pipeline 
supplier. The company’s rates and service are subject 
to the jurisdiction of the Florida Public Service 
Commission. 


At September 30, 1977, Peoples reported net utility 
plant of $35,351,031, and, for the twelve months then 
ended, gross revenues of $29,929,376. At that time, the 
company had issued and outstanding 775,222 shares 
of voting and 345,387 shares of nonvoting common 
stock. 


Lykes initiated negotiations for the acquisition of 
Peoples’ voting and nonvoting common stock for cash 
in early 1976. Although Peoples’ common stock was 
publicly held, a management group of about eleven 
individuals owned a substantial majority of each class 
of the common stock. A price of $6.00 per share, the 
equivalent of about 62% of the underlying book value 
for Peoples’ common stock, was agreed upon, and an 
offering circular, dated May 6, 1976, was mailed to 
Peoples’ shareholders. In anticipation of the purchase, 
Lykes filed a statement on Form U-3A-2 under Rule 2 
claiming the benefit of an exemption under Section 
3(a)(1). Lykes has acquired in excess of 99% of 
Peoples’ common stock, and is acquiring the 
remaining shares, when available, pursuant to Rule 
11(a). 


On review of the matter, we concluded that there was a 
“substantial question” as to Lykes’ claim to an 
exemption from all provisions of the Act. We so 
notified Lykes by letter dated December 22, 1976, 
pursuant to Rule 6, and, in accordance with the same 
rule, Lykes, on January 10, 1977, filed an application 
for an unqualified order of exemption, based upon 
Sections 3(a)(1) and 3(a)(3) of the Act. 


A notice of filing was duly issued.1 There was no 
request for hearing in response to the notice. No one 
opposed Lykes’ application except the Division. In the 
course of meetings which followed, Lykes and the 
Division stipulated to the record in this proceeding. 
Lykes submitted its initial brief on October 3, 1977, and 
requested oral argument. The Division filed its brief on 
November 17, and Lykes filed a reply on December 12, 
1977. 


Lykes and the Division agreed that Lykes’ application 
for exemption satisfied paragraph (1) of Section 3(a)2, 
the so-called “intrastate” exemption. Peoples 
distributes gas within the state of Florida. It is a 
Florida corporation, as is Lykes. The dispute turned on 
the introductory clause of Section 3(a), which applies 
to the types of holding companies identified in 
paragraphs (1) to (5). It provides exemption for these 
holding companies from “any provision or provisions” 
of the Act and authorizes the Commission to permit 
such exemption “unless and except insofar as it finds 
the exemption detrimental to the public interest or the 
interests of investors or consumers.” Under this 
clause, a holding company may be exempt from some 
and not from all provisions of the Act. A holding 
company with a limited exemption is required to 
register as a holding company with respect to those 
provisions as to which it is not exempt. 


The Division did not urge that Lykes’ application be 
denied and that the company register as a holding 
company for all regulatory purposes. The Division 
proposed that Lykes be granted an exemption under 
Section 3(a)(1) in all respects except to the extent of 
requiring under the “unless and except” clause that 
Lykes dispose of its ownership of Peoples. 





1 HCAR 19959 (March 25, 1977). 


2 Section 3(a)(1) provides an exemption for a holding 
company and each of its subsidiaries, as such, if- 
“'.. such holding company, and every subsidiary 
company thereof which is a public utility company 
from which such holding company derives, directly or 
indirectly, any material part of its income, are 
predominantly intrastate in character and carry on their 
business substantially in a single State in which such 
holding company and every such subsidiary company 
thereof are organized... .” 


3 See The Peoples Gas Light and Coke Company, et 
al., 43 SEC 624, 631 (1967); Washington Gas Light 
Company, 44 SEC 515, 516 (1971); American & Foreign 
Power Company, 6 SEC 396, 402 (1939). 
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In two cases, in 1973, we considered the question of 
the extent and type of diversification Section 3(a) 
permits for a holding company that otherwise meets 
the standards for exemption in paragraph (1). 
Although we were evenly divided on the disposition of 
the two cases, all Commissioners agreed that the 
“unless and except” clause unquestionably authorized 
a limit upon diversification by a holding company 
exempt under Section 3(a)(1), recognizing the hazards 
to the public interest in any situation where the 
financial integrity of a utility company could be 
affected by diversification into nonenergy related 
tusinesses which are less established or involved 
higher risks. The Division has urged that the 
diversification by Lykes exceeds, by far, the limits or 
guidelines we have there indicated.’ Lykes, on the 
other hand, urges that, whatever the limits are, they 
must be predicated on a finding, in each case, that the 
holding company conglomerate has led or will lead to 
the kinds of abuses enumerated in Section 1(b) of the 
Act.6 Alternatively, it urged that the limits should be 
prescribed by rule, not by adjudication in a particular 
case. 


We need not address these disputed issues. Our letter 
under Rule 6, dated December 22, 1976, noted that a 
question exists regarding Lykes’ exemption as a 
holding company. Although Lykes continues to believe 





4 Pacific Lighting Corporation, ___SEC____, HCAR 
No. 17855 (January 11, 1973); National Utilities and 
Industries Corp., _. SEC... ~HCAR No. 17857 
(January 11, 1973). 


5 Measured in terms of assets, the nonutility interests 
of Lykes are over three times the assets of Peoples and 
are wholly unrelated. 


6 Four exempt holding companies filed a brief, amici 
curiae, supporting this position. They took no position 
on the overall merits of Lykes’ application. 


7 The Division opposed Lykes’ application for 
exemption under Section 3(a)(3). It provides two tests 
for an exemption. The holding company must be 
engaged “primarily” in nonutility businesses and Lykes 
meets that test, its primary interest being in citrus, 
ranching, meat packing and banking enterprises. The 
second requirement is that the holding company is 
“only incidentally a holding company.” The Division 
notes that this phrase has been consistently 
interpreted as requiring that the utility business be 
functionally related to the nonutility operations. The 
leading case is Cities Service Company, 8 SEC 318, 329 
(1940). 
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in the merits of its claim to an unqualified exemption, 
it has acknowledged in its amendment of January 18, 
1978, ‘‘that there exists a substantial question 
concerning its eligibility for such exemption and does 
not desire to pursue its application therefore.” 


Adopting the suggestion of the Division, Lykes now 
requests an exemption subject to a commitment by 
Lykes to dispose of its interest in Peoples. To that end, 
Lykes has this date registered as a holding company 
for the purpose of complying with Section 11(b)(1) of 
the Act and has consented to a divestment order 
thereunder. Lykes has agreed to file a plan of 
divestiture pursuant to Section 11(e) of the Act, on 
consummation of which it will cease to be a holding 
company, as defined in Section 2(a)(7)(A) of the Act, 
and will no longer need the exemption we are granting 
today. 


IT IS ORDERED, accordingly, that Lykes and each of 
its subsidiaries as such be, and they hereby are, 
exempted from all provisions of the Act except Section 
11(b)(1) as it relates to its commitment to dispose of 
its interest in Peoples including an exempt holding 
company); and 


IT IS FURTHER ORDERED that Lykes, having 
registered as a holding company for that purpose, 
dispose of its interest in Peoples pursuant to Section 
11(b)(1) of the Act and promptly file a plan of 
divestiture under Section 11(e) of the Act; and 


IT 1S FURTHER ORDERED that jurisdiction be and 
hereby is reserved to take such further action as may be 
appropriate to carry out the provisions of this order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20488 /April 6, 1978 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 




















(70-6118) 


SUPPLEMENTAL ORDER RELEASING JURISDICTION 
IN CONNECTION WITH FINANCING OF POLLUTION 
CONTROL FACILITIES 


Georgia Power Company (“Georgia’), a wholly-owned 
electric utility subsidiary of The Southern Company, a 
registered holding company, has filed with this 
Commission a post-effective amendment to the 
application-declaration in this proceeding pursuant to 
the Public Utility Holding Company Act of 1935 (“Act”) 
regarding the following proposed transactions. 


By order in this proceeding dated March 22, 1978 
(HCAR No. 20462), the Commission authorized a 
proposal of Georgia for the financing of pollution 
control facilities for use in connection with its 
Arkwright, Bowen, and Hammond steam plants 
located, respectively, in Bibb, Bartow, and Floyd 
Counties, Georgia. It was intended that a Development 
Authority of each such county (“Authority”) would 
issue its pollution control revenue bonds and industrial 
development revenue bonds (‘‘Revenue Bonds”) for the 
purpose of making loans to Georgia to pay the costs of 
the acquisition, construction, and equipping of the 
pollution control facilities at the plant located in its 
county referred to above. Georgia estimated that the 
aggregate principal amount of Revenue Bonds to be 
issued by all three Authorities would not exceed 
$30,000,000, of which up to $27,000,000 would be 
pollution control revenue bonds and up to $3,000,000 
would be industrial development revenue bonds. 
Georgia was to enter into Loan Agreements with the 
Authorities which provide that Georgia make payments 
at times and in amounts which shall correspond to the 
payments with respect to the principal of, premium, if 
any, and interest on the related Revenue Bonds issued 
by the Authorities. Accordingly, in the order of March 
22, 1978, the Commisison reserved jurisdiction with 
respect to the loan payment obligations to be 
undertaken by Georgia pursuant to the proposed Loan 
Agreements with the Authorities, insofar as such 
payments are affected by the effective interest rate or 
rates of the pollution control revenue bonds and 
industrial development revenue bonds to be sold by the 
Authorities. 


Georgia has now filed a post-effective amendment to 
its application-declaration stating that the Authorities 
of Bartow, Bibb, and Floyd Counties have entered into 
arrangements with a group of underwriters for the sale 
of $21,600,000 principal amount of their Pollution 
Control Revenue Bonds and Industrial Development 
Revenue Bonds maturing April 1, 2008, and that such 
arrangements provide for an interest rate of 6-3/8% per 
annum and result in a true interest cost to the 
Authorities of 6.436054% per annum. 


It is found that, under current conditions, the loan 
payment obligations to be undertaken by Georgia in 
connection with the proposed transactions are 
reasonable and that all the requirements of the Act and 
the rules thereunder are satisfied. 


IT [S ORDERED that the jurisdiction reserved in said 
order of March 22, 1978, over the loan-payment 
obligations to be undertaken by Georgia be, and it 
hereby is, released and that the transactions may be 
consummated subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10186/March 31, 1978 


Administrative Proceeding File No. 3-5169 
In the Matter of 

PETER D. GIACHINI 

JOHN J. MURPHY 

401 Madison Street 

Maywood, Illinois 


(812-4054) 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


The time for filing a petition for review of the initia! 
decision in these proceedings has expired. No such 
petition has been filed, and the Commission has not 
chosen to review the initial decision on its own 
initiative. 

Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge has 
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become the final decision of the Commission. The 
order contained in that decision denying the 
applications of Peter D. Giachini and John J. Murphy, 
pursuant to Section 9(c) of the Investment Company 
Act, for an exemption from the provisions of Section 
9(a) of that Act, is hereby declared effective. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10187/April 4, 1978 


In the Matter of 

LEXINGTON RESEARCH FUND, INC. 
LEXINGTON GROWTH FUND, INC. 
LEXINGTON INCOME FUND, INC. 


LEXINGTON TAX FREE INCOME FUND, INC. 
476 Hudson Terrace 
Englewood Cliffs, New Jersey 07632 


and 


PIEDMONT CAPITAL CORPORATION 
10100 Santa Monica Boulevard 
Los Angeles, California 90067 


(812-4203) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 11(a) OF THE ACT TO PERMIT AN OFFER 
OF EXCHANGE AND PURSUANT TO SECTION 6(c) OF 
THE ACT FOR AN EXEMPTION FROM SECTION 22(d) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Lexington Research 
‘Fund, Inc. (“Research Fund”), Lexington Growth 
Fund, Inc. (“Growth Fund”), Lexington Income Fund, 
Inc. (“Income Fund”), and Lexington Tax Free Income 
Fund, Inc. (“Tax Free Fund”) (collectively, “Funds”), 
open-end, diversified management investment com- 
panies registered under the Investment Company Act 
of 1940 (“Act”) and Piedmont Capital Corporation 
(“Piedmont Capital’), principal underwriter for the 
Funds (collectively with the Funds, “Applicants”), filed 
an application on October 7, 1977, and amendments 
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thereto on February 10, 1978, and March 27, 1978, for 
an order of the Commission (1) pursuant to Section 
11(a) of the Act to permit Piedmont Capital to offer to 
exchange shares of Tax Free Fund for shares of the 
other Funds at other than relative net asset value and 
(2) pursuant to Section 6(c) of the Act to exempt the 
Applicants from Section 22(d) of the Act and the rules 
thereunder in connection with such exchange offer. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 








representations contained therein, which are sum- . 


marized below. 


Research Fund is a New Jersey corporation. Growth 
Fund, Income Fund and Tax Free Fund are Maryland 
corporaiions. Shares of each of the Funds are offered 
for sale to the public at the respective net asset value 
per share at the time of purchase plus sales charges 
expressed as a percentage of the public offering price 
of the Funds. Sales charges for the Funds range from 
8.5% to 1% of the public offering price for Research, 
Growth and Income Funds and from 4.7% to 1% for 
Tax Free Fund. 


Applicants state that Piedmont Capital proposes to 
offer shares of Research, Growth and Income Funds to 
shareholders of Tax Free Fund on the basis of their 
relative net asset values at the time of exchange plus 
the applicable sales load described in the prospectus 
of the Fund being acquired, less the sales charge paid 
on such Tax Free Fund shares at the time that they 
were originally purchased. An investor acquiring 
shares of Research, Growth or Income Fund through 
such an exchange would, therefore, pay approximately 
the same overall sales charge that he would have paid 
had he purchased the same number of shares of one of 
these Funds directly. 


Shareholders of Research, Growth, and Income Funds 
may exchange shares of such Funds into shares of Tax 
Free Fund at net asset value without payment of sales 
charges, pursuant to Section 11(a) of the Act. The 
application states that the availability of such funds, 
and the purpose of the application is to continue the 
availability of such exchanges with respect to the 
newest Lexington fund. 


The offers of exchange among the Funds will be 
described in the respective prospectus for each Fund 
and may be withdrawn or modified without prior notice 
by amendment or supplements to such prospectuses 
or by other communications to shareholders. 
Applicants represent that there is no maximum limit to 
the number of shares that may be exchanged, but 
shares of a value in excess of $250 is the minimum 
exchange that is offered. Shareholders who have paid 
the full sales charge applicable to shares of Research, 
Growth or Income Fund, either as a result of their 
initial purchase of shares of these three Funds at the 











full sales charge or as a result of an initial purchase of 
shares of Tax Free Fund and a subsequent exchange, 
accompanied by payment of the remaining portion of 
the sales load, into shares of one of the other three 
Funds, are thereafter entitled to exchange shares so 
purchased freely among the Funds without payment of 
further sales charges. 


Section 11(a) of the Act provides, in part, that it shall 
be unlawful for any registered open-end company or 
any principal underwriter for such a company to make 
or cause to be made an offer to the holder of a security 
of such company or any other open-end investment 
company to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 
to be exchanged, unless the terms of the offer have 
first been submitted to and approved by the 
Commission. Section 22(d) of the Act provides, in 
pertinent part, that no registered investment company 
or principal underwriter thereof shall sell any 
redeemable security issued by such company to any 
person except at a current offering price described in 
the prospectus. 


Applicants state that Tax Free Fund shares are offered 
to the public at a lower sales charge than shares of 
Research, Growth or Income Fund to allow Tax Free 
Fund to compete effectively with other tax free income 
funds. Applicants maintain that the purpose of the 
proposed exchange offer is to permit a shareholder of 
Tax Free Fund who changes his investment objective 
to switch his investment to a different Fund without 
paying the full sales charge otherwise applicable and 
to permit such an exchange without adversely affecting 
the sales charge structure applicable to such other 
Funds. Applicants further contend that such exchange 
offer to shareholders of Tax Free Fund cannot fairly be 
made at the relative net asset value of the Fund to be 
acquired since the shareholder of Tax Free Fund may 
have paid a substantially smaller sales load on his 
investment than similarly situated investors of the 
Fund to be acquired. If shares of the other Funds are 
acquired at net asset value in an exchange, the 
Applicants state that the purpose and spirit of Section 
22(d) of the Act would be violated since an investor in 
Tax Free Fund, merely by purchasing shares of that 
Fund, would thereby be able to obtain shares of the 
other three Funds at a price other than that described 
in their respective prospectuses. Applicants represent 
that while this application technically seeks, in part, an 
exemption from Section 22(d) of the Act, its purpose is 
to achieve effective uniformity in rates of sales charges 
paid for shares of the same Fund, as mandated by that 
section. As a result, no unfair discrimination or 
disruption of the orderly distribution of the securities 
of the Funds would result from reduction of the sales 
charges under the foregoing circumstances. 


Section 6(c) of the Act provides that the Commission, 
by order upon application, may conditionally or 
unconditionally exempt any person or transaction from 
any provision or provisions of the Act if and to the 
extent that such exemption is necessary or appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 28, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10188/April 4, 1978 


In the Matter of 
ADOLF MARCUS 


PHILIP S. SASSOWER 
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LAWRENCE |. SCHNEIDER 


ALEXANDER GOREN 
(812-4260) 


ORDER PURSUANT TO SECTION 9(c) GRANTING 
EXEMPTION FROM SECTION 9Q(a) OF THE INVEST- 
MENT COMPANY ACT OF 1940 


The Commission on January 27, 1978, issued a Notice 
(Investment Company Act Release No. 10106) of an 
Application by Adolf Marcus, Philip S. Sassower, 
Lawrence |. Schneider and Alexander Goren 
(“Applicants”) for an Order of Exemption pursuant to 
Section 9(c) of the Investment Company Act of 1940, as 
amended (the “Act”). The Application seeks an 
exemption for Applicants, and any company of which 
any of them presently is or in the future may become an 
affiliated person, from the provisions of Section 9(a) of 
the Act to the extent that Section 9(a) is applicable by 
virtue of the Final Judgments of Permanent Injunction 
and Other Equitable Relief (the “Judgments”), entered 
upon consent on January 25, 1978, against each of the 
Applicants in an action entitled Securities and 
Exchange Commission v. Bates Manufacturing 
Company, Incorporated, et al. (United States District 
Court for the District of Columbia, Civil Action No. 
78-0130) (the “Arcs and Bates Action”). The Notice 
gave interested persons an opportunity to request a 
hearing and stated that an Order disposing of the 
Application may be issued by the Commission upon 
the basis of the information stated in the Application 
unless an Order for hearing upon said Application shall 
be issued upon request or upon the Commission’s own 
motion. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The Commission has considered the matter and finds 
that the prohibitions of Section 9(a), as applied to 
Applicants, are unduly or disproportionately severe 
and the conduct of Applicants has been such as not to 
make it against the public interest or protection of 
investors to grant the requested exemption in the 
Application. 


Accordingly, IT IS ORDERED, pursuant to Section 9(c) 
of the Act that the Application for exemption of 
Applicants, and any company of which any of them 
presently is or in the future may become an affiliated 
person, from the provisions of 9(a) of the Act, insofar 
as any ineligibility to serve or act in the capacities 
enumerated in Section 9(a) of the Act arises out of the 
Judgments entered against Applicants in the Arcs and 
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Bates Action, be and hereby is granted, effective 
forthwith. 


A 
J 





By the Commission. 


George A. Fitzsimmons, 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10189/April 5, 1978 


In the Matter of 


BERKSHIRE CAPITAL FUND, INC. 
and 


BERKSHIRE EQUITY SALES, INC. 
700 South Street 
Pittsfield, Massachusetts 01201 


@ q 
Cs 





(812-4265) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Berkshire Capital 
Fund, Inc. (the “Fund”), a diversified, open-end 
management investment company registered under the 
investment Company Act of 1940 (‘Act’), and 
Berkshire Equity Sales, Inc. (“Equity Sales”), principal 
underwriter of the Fund’s shares (hereinafter 
collectively referred to with the Fund as “Applicants”), 
filed an application on January 30, 1978, and an 
amendment thereto on March 16, 1978, pursuant to 
Section 6(c) of the Act for an order of the Commission 
exempting Applicants, to the extent specified therein, 
from the provisions of Section 22(d) of the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


The application states that the Fund was incorporated 
under the laws of the Commonwealth of Massachu- 
setts and, at December 31, 1977, that it had total net 
assets of $5,343,620.09. The Fund’s investment 


» 





| — 
4 


» @ 


objective is capital appreciation, consistent, however, 
with preservation of principal and reasonable income. 
Equity Sales and the Fund’s investment adviser, 
Berkshire Management and Research Corporation, are 
wholly-owned subsidiaries of Berkshire Life Insurance 
Company (“Berkshire Life”). The application states 
that Berkshire Life is a mutual life insurance company 
organized under the laws of the Commonwealth of 
Massachusetts, and that at December 31, 1975, 
Berkshire Life had total assets of approximately 
$361 ,543,000 and insurance in force of approximately 
$1,796,993,000. 


Applicants state that Equity Sales distributes shares of 
the Fund under a contract which provides that the 
shares be sold to the public at the public offering price 
specified from time to time in the current prospectus of 
the Fund, and that the public offering price of shares of 
the Fund is the net asset value per share next 
determined plus a maximum sales charge of 8-12% of 
the per share offering price for purchases of less than 
$10,000, which charge is reduced in the case of certain 
larger purchases and eliminated under certain 
circumstances. Applicants state further that in the 
conduct of its conventional life insurance business, 
Berkshire Life issues and sells various insurance 
policies, including a wide range of term insurance 
policies and other policies which combine certain 
aspects of both term insurance and ordinary life 
insurance, and that, in most cases, the benefits paid 
under life insurance policies are made in a lump sum, 
although installment payment options are also 
available. Applicants further state that Berkshire Life 
makes available both individual and group annuity 
contracts (but not variable annuities); that some of 
those contracts are employed to fund tax qualified 
employee benefit plans which include both corporate 
pension and profit-sharing plans and Keogh plans for 
self-employed individuals; and that, although some 
lump sum distributions are made with respect to these 
employee benefit plans, most distributions are made 
on an installment basis. Applicants propose to permit 
funds derived from (1) death claims paid from life 
insurance policies, (2) matured life insurance policies, 
and (3) matured annuity policies, issued by Berkshire 
Life, to be applied to the purchase of shares of the 
Fund at a sales charge equal to one-half the rate 
otherwise applicable, provided such funds are so 
applied within the first 60 days after the date that the 
proceeds of such policies are received. Applicants 
represent that shares of the Fund are currently sold 
principally through registered representatives licensed 
to sell Berkshire Life insurance policies; however, 
there is no requirement that the shares of the Fund be 
purchased only by policy holders of Berkshire Life or 
that any life insurance or annuities be acquired in 
connection with the purchase of shares of the Fund. 


Section 22(d) of the Act provides, in part, that no 
registered investment company or principal under- 
writer shall sell any redeemable security issued by 
such company to any person except at a current 
offering price described in the company’s prospectus. 


Applicants assert that the purchaser of shares of the 
Fund who wishes to apply the insurance and annuity 
proceeds specified above to make the purchase is 
situated differently from other prospective purchasers 
of shares of the Fund. They state that the premiums 
paid on such policies include a sales expense 
component which in almost every case will have been 
larger than the sales charge applicable to purchases of 
shares of the Fund. Applicants also assert that 
somewhat less selling effort and expense is involved in 
applying the proceeds of such insurance to the 
purchase of shares of the Fund than in making sale of 
such shares to a new customer. Applicants claim that 
this is so because in most cases the registered 
representative will be the person who initially sold the 
insurance product and will enjoy an ongoing business 
relationship with the customer, who will have 
investment funds available and will be familiar with the 
Berkshire organization. Applicants submit that 
imposing the full sales charge would in effect 
substantially increase the sales expenses for, and thus 
would discriminate unfairly against, this group of 
prospective purchasers. Applicants believe that 
one-half of the normal sales charge appropriately 
reflects the selling effort and expense involved. They 
submit that the exemption they seek is necessary and 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any class or 
classes of persons, securities, or transactions, from 
any provision of the Act or the rules promulgated 
thereunder, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 27, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
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Applicants at the address stated above. Proof of such 


service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 


Rule 0-5 of the Rules and Regulations promulgated. 


under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10190/April 5, 1978 


In the Matter of 


FEDERATED MASTER TRUST 
421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 


(812-4236) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-4 AND 22c-1 THEREUNDER. 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING TEMPORARY EXEMPTION FROM SEC- 
TION 2(a)(41) OF THE ACT AND RULES 2a-4 AND 
22c-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Federated Master 
Trust (“Applicant”), registered under the Investment 
Company Act of 1940 (the “Act”), as a diversified, 
open-end, management investment company, filed an 
application on November 23, 1977, and amendments 
thereto on March 13, 1978, and March 16, 1978, 
requesting an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from the 
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provisions of Section 2(a)(41) of the Act and Rules 2a-4 
and 22c-1 thereunder, to the extent necessary to permit 
Applicant to value its assets in the manner set forth in 
the application, which generally would be the 
amortized cost method of valuation. The amendment to 
the application filed on March 16, 1978, requested an 
order granting the application on a temporary basis. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant states that: (1) it registered under the Act 
on November 20, 1977; (2) it is a “money market” fund 
designed as an investment vehicle for investors with 
temporary cash balances or cash reserves; and (3) its 
investment objective is to provide current income 
consistent with stability of principal. It also states that 
Federal Cash Management Corporation, a wholly- 
owned subsidiary of Federated Investors, Inc., acts as 
its investment adviser, and that Federated Research 
Corporation, another wholly-owned subsidiary of 
Federated Investors, Inc., acts as sub-investment 
adviser. According to the application, as of March 15, 
1978, Applicant had net assets of $123,000,000 and 
virtually all of its investors were bank trust 
departments. 


Applicant further states that (1) its portfolio may be 
invested in a variety of money market instruments 
including U.S. Government securities, prime com- 
mercial paper (including variable amount demand 
master notes), instruments of larger banks and savings 
and loan associations, and other money market 
instruments maturing in one year or less, and (2) it 
anticipates that, generally, a substantial portion of its 
assets will be invested in commercial paper, including 
variable amount demand master notes and U.S. 
Government securities; and (3) it will generally invest 
in excess of 25 percent of the value of its assets in 
commercial paper issued by finance companies. 


According to the application, these policies will be 
followed by Applicant: (1) as a matter of fundamental 
policy, investments are made only in instruments 
having a remaining maturity of one year or less; (2) the 
average dollar-weighted portfolio maturity of Appli- 
cant’s portfolio will be 120 days or less; (3) portfolio 
securities will not be sold prior to maturity unless such 
sale or other disposition is mandated by redemption 
requirements, changes in creditworthiness of issuers, 
or other extraordinary circumstances not presently 
forseen; (4) the instruments in the portfolio of Applicant 
will be valued at “amortized cost”; and (5) redemption 
may, at the option of Applicant, be made in kind. 
Applicant states that these policies evolved because 
two qualities are necessary to attract investments from 











bank trust departments and other institutional 
investors: (1) absolute stability of principal, and (2) 
steady flow of investment income. According to the 
application, by utilizing high quality money market 
instruments of short maturities priced at amortized 
cost, it will be possible for Applicant to provide these 
features. Applicant states that money market funds 
which trade their portfolio securities and use a 
“mark-to-market” valuation technique have not 
attracted substantial investments from bank trust 
departments and other institutional investors. 


Applicant asserts that, given the nature of its policies 
and operations, there will be a negligible discrepancy 
between prices obtained by amortized cost and those 
obtained through market valuation using matrices or 
other mechanical devices, and that the trustees of 
Applicant have determined in good faith that, in view of 
the characteristics of Applicant, its use of the 
amortized cost method of valuation is appropriate and 
preferable to the use of other methods. Applicant 
further asserts that, while institutional investors are 
not concerned with theoretical differences which might 
occur between yield achieved through pricing to a 
market and yield computed by using amortized cost, 
they are adamant that the yield not exhibit volatility 
which may occur through use of “mark-to market” 
valuation methods. 


As here pertinent, Section 2(a)(41) of the Act defines 
“value” to mean: (1) with respect to securities for 
which market quotations are readily available, the 
market value of such securities, and (2) with respect to 
other securities, fair value as determined in good faith 
by the board of directors. 


Rule 22c-1 adopted under the Act provides, in part, that 
no registered investment company issuing any 
redeemable security shall sell, redeem, or repurchase 
any such security except at a price based on the current 
net asset value of such security which is next 
computed after receipt of a tender of such security for 
redemption or of an order to purchase or sell such 
security. Rule 2a-4 adopted under the Act provides, as 
here relevant, that the “current net asset value” of a 
redeemable security issued by a registered investment 
company used in computing its price for the purposes 
of distribution and redemption shall be an amount 
which reflects calculations made substantially in 
accordance with the provisions of that Rule, with 
estimates used where necessary or appropriate. Rule 
2a-4 further provides that portfolio securities for which 
market quotations are readily available shall be valued 
at current market viue, and other securities shall be 
valued at fair value as determined in good faith by the 
board of directors. 


Section 6(c) of the Act provides, in part, that the 
Commission may upon application, exempt any 


person, security or transaction, or any class or classes 
of persons, securities, or transactions, from any 
provisions or provisions of the Act or the rules 
thereunder, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Applicant has requested an order of the Commission 
pursuant to Section 6(c) of the Act exempting it from 
the provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder to the extent that the use of 
the amortized cost valuation method as employed by 
Applicant may otherwise be deemed not fully to 
comply with the requirements of Section 2(a)(41) and 
Rules 2a-4 and 22c-1. 


Applicant states that its request for exemption is made 
based upon its existing management policies, and has 
agreed that the order it seeks may be conditioned upon 
the following: 


1. That it will continue its fundamental 
investment policy that investments will be 
made only in instruments having a 
remaining maturity of one year or less; that 
its portfolio will be managed so that the 
average maturity of all instruments in the 
portfolio (on a dollar-weighted basis) will be 
120 days or less, and so that redemption of 
shares of Applicant in the largest 
foreseeable volume may be made without 
the necessity of disposing of portfolio 
instruments. In accomplishing these 
policies, Applicant will typically maintain 
overnight liquidity through investments 
such as repurchase agreements, and will 
schedule maturity dates of the instruments 
which it purchases in consideration of 
sufficient regular and systematic cash 
availability. 


2. That it will not sell instruments in its 
portfolio prior to maturity unless such sale 
is mandated by redemption requirements, 
changes in creditworthiness of issuers, or 
other extraordinary circumstances not 
presently forseen by Applicant, and that 
such policy will be disclosed in its 
prospectus. : 


3. That shares of beneficial interest of 
Applicant will be offered only to 
institutional investors, with a required 
minimum initial purchase of $50,000. 


4. That Applicant will describe in its 
prospectus its policies and practices set 
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forth in the application and the concept and 
impact upon reported yield and net asset 
value of valuation of instruments using the 
amortized cost method as compared to the 
market-to-market method. 


5. That its Executive Committee shall 
continuously review this method of valuation 
and recommend changes to the Trustees 
which may be necessary to assure that the 
portfolio instruments of the Applicant are 
valued at their fair value, as determined by 
its Trustees in good faith. In its review, the 
Executive Committee shall consider the 
relevant factors which may affect the value 
of portfolio instruments. These shall 
include such things as maturity, yield, 
stability, special circumstances of trading 
markets, the creditworthiness of the issuers 
whose instruments are owned (as indicated 
by dissemination of unfavorable financial 
data, change in their ratings by the leading 
agencies, suspension of trading in 
securities or default in the payment of 
principal or interest), and economic, social 
and political factors which may cause 
unusually large and precipitous changes in 
prevailing levels of short-term market 
interest rates. Any one or more of these 
factors may indicate the need to change the 
method of valuation of a _ portfolio 
instrument. If such a change is indicated, 
the Trustees will revise the method of 
valuation in order to approximate more 
closely market values. 


6. That it will continue its fundamental 
investment policy of limiting investments in 
commercial paper to investment grade 
issues rated A-1 by Standard & Poor’s 
Corporation, Prime 1 by Moody’s Investors 
Services, Inc., or F-1 by Fitch Investors 
Services, Inc., or, if not rated, issued by a 
corporation having an outstanding debt 
security rated Aa or better by Moody’s or AA 
or better by Standard & Poor’s, and that it 
will continue its fundamental policy of 
limiting its investments in banks and 
savings and loan associations to those 
which at the date of investment have 
capital, surplus and undivided profits as 
of the date of their most recently pub- 
lished financial statements in excess of 
$100,000,000. 


7. That it continue to maintain a 
redemption policy, pursuant to Rule 18f-1 
under the Act, enabling it to redeem its 
securities in kind, and that such policy will 
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be implemented if management determines 
that a material adverse effect would be 
experienced by the remaining investors of 
Applicant if a redemption request was 
satisfied wholly or partly in cash. 


Applicant submits that the exemptions it seeks are 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


As noted above, Applicant has requested that the 
exemptions it requests be granted on a temporary 
basis. It states that virtually all of its investors are bank 
trust departments which have emphasized that the 
amortized cost method of valuation was a critical factor 
in their decisions to invest in Applicant. According to 
the application, at presently only money market 
instruments with remaining maturities of 60 days or 
less are purchased by Applicant, thereby enabling 
Applicant to value its securities at amortized cost value 
in keeping with the interpretation set forth by the 
Commission in Investment Company Act Release No. 
9786 (May 31, 1977) (“Release No. 9786”). Release No. 
9786 stated the Commission’s views that: (1) it is 
inconsistent generally with the provisions of Section 
2(a)(41) of the Act and Rule 2a-4 thereunder for “money 
market” funds to value their assets on an amortized 
cost basis, ignoring market factors; (2) it is 
inconsistent with the provisions of Rule 2a-4 for such 
funds to “round off” calculations of their net asset 
values per-share to the nearest one cent on a share 
value of $1.00; and (3) generally, absent circumstances 
dictating otherwise, the Commisison would not object 
if the board of directors of a “money market” fund 
determined the fair value of debt securities with 
remaining maturities of 60 days or less to be their 
amortized cost value. 


Applicant states that presently there is a de minimis 
difference in yield between short-term and long-term 
maturity instruments, and that such condition permits 
it to remain competitive although it invests in 
instruments with remaining maturities of 60 days or 
less. Applicant asserts, however, that this condition is 
a short-lived aberration, and that on an historical basis 
it can be expected that yields of longer term 
instruments will substantially exceed the’ yields of 
shorter term instruments in which Applicant presently 
invests. It further asserts that, absent the ability to 
invest in instruments with remaining maturities in 
excess of 60 days and to continue to employ the 
amortized cost method of valuation, the competitive 
disadvantage at which it will be placed virtually assures 
that present investors will redeem their shares and 
invest in higher yielding alternative investments. 
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Notices of other applications for exemptions similar to 
that of Applicant have been issued (Investment 
Company Act Release Nos. 9967, 9983, 9992, 9998, 
9999, 10000, 10007 and 10161). Such notices gave 
interested persons an opportunity to request a hearing 
on the respective matters, and stated, in each case, 
that an order disposing of that application would be 
issued as of course (following expiration of the various 
periods specified in the notices) unless the 
Commission should thereafter order a hearing thereon, 
either upon request or upon the Commission’s own 
motion. Certain communications have been received 
by the Commission which raise questions as to 
whether hearings should be ordered in the eight 
matters referred to above, and the Commission has 
under consideration the question of whether to order 
hearings on any or all of those applications. 


By orders dated November 28, 1977, and March 17, 
1978 (Investment Company Act Release Nos. 10027 
and 10161), the Commission has granted, on a 
temporary basis, the eight applications referred to 
above, subject to the conditions contained in the 
applications, which were summarized in the notices 
thereof. 


Applicant has requested that its application also be 
granted on a temporary basis to avoid a competitive 
disadvantage. 


The matter having been considered, it is found that it is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act to 
issue an interim order temporarily granting the 
application described herein, subject to the conditions 
to which Applicant has agreed and which are 
summarized above, pending final disposition of the 
matter. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemptions from Section 2(a)(41) of 
the Act and Rules 2a-4 and 22c-1 thereunder be, and 
hereby are, granted, on a temporary basis and subject 
to the conditions which Applicant has agreed may be 
imposed upon such order, as set forth in the 
application and summarized herein, effective 
forthwith. 


IT IS FURTHER ORDERED, that such temporary 
exemption shall continue to be in effect until there is 
issued an order disposing of the application in its 
entirety, including any court review of a Commission 
order in the matter, and shall thereafter cease to be in 
effect. 


Qeescr: IS FURTHER GIVEN that any interested 


erson may, not later than April 28, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 


hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commisison shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10191/April 6, 1978 


In the Matter of 

WESTERN INDUSTRIAL SHARES, INC. 

and 

WESTERN FUND PLAN FOR WESTERN INDUSTRIAL 
SHARES 

780 East South Temple Street 

Salt Lake City, Utah 84102 

(811-824) 

(811-880) 

ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 


DECLARING THAT COMPANIES HAVE CEASED TO 
BE INVESTMENT COMPANIES 


SEC ‘DOCKET/683 








On March 10, 1978, a notice was issued (Investment 
Company Act Release No. 10153) of applications filed 
on May 7, 1976, and October 4, 1976, and amendments 
thereto on November 7, 1977, and February 13, 1978, 
by Western Industrial Shares, Inc. (“Fund”), registered 
under the Investment Company Act of 1940 (‘‘Act”) as 


an open-end, diversified management investment 
company, and Western Fund Plan for Western 
Industrial Shares (“Plan”), a unit investment trust 
registered under the Act (collectively with the Fund, 
“Applicants”), for an order of the Commission 
declaring that Applicants have ceased to be investment 
companies as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
Applicants have ceased to be investment companies. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Western Industrial Shares, Inc., 
and Western Fund Plan for Western Industrial Shares 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10192/April 6, 1978 


In the Matter of 

TEMPLETON GROWTH FUND, LTD. 
155 University Avenue 

Toronto, Ontario M5H 3B7 
TEMPLETON WORLD FUND, INC. 
50 North Franklin Turnpike 
Hohokus, New Jersey 07423 


and 
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SECURITIES FUND INVESTORS, INC. 
50 North Franklin Turnpike 
Hohokus, New Jersey 07423 


(812-4245) 


ORDER GRANTING AN APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN EXEMPTION 
FROM SECTION 22(d) OF THE ACT AND PURSUANT 
TO SECTION 11(a) OF THE ACT TO PERMIT OFFERS 
OF EXCHANGE 


Templeton Growth Fund, Ltd. (“Growth Fund”), a 
Canadian corporation registered as an open-end, 
diversified management investment company under 
the Investment Company Act of 1940 (‘‘Act’’), 
Templeton World Fund, Inc. (“World Fund”), a 
Maryland corporation, registered as an open-end, 
diversified management investment company under 
the Act, and Securities Fund Investors, Inc., the 
principal underwriter for Growth Fund and World Fund 
(collectively, the “Applicants”), filed an application on 
December 8, 1977, and an amended application on 
January 24, 1978, for an order of th Commission (1) 
pursuant to Section 11(a) of the Act to permit both 
Growth Fund and World Fund to offer to exchange their 
respective common shares for common shares of the 
other fund on the basis of their relative net asset values 
per share at the time of the exchange except for a $5.00 
exchange fee and (2) pursuant to Section 6(c) of the 
Act to exempt Applicants from the provisions of 
Section 22(d) of the Act and the rules thereunder to the 
extent necessary to permit such offers of exchange. 


On February 24, 1978, a notice (Investment Company 
Act Release No. 10140) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 11(a) of the Act, 
that the proposed offers of exchange be approved. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the request for exemption from Section 
22(d) of the Act, to the extent requested be, and hereby 
is, granted, effective forthwith. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary - 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10193/April 6, 1978 


In the Matter of 
E. F. HUTTON & COMPANY, INC. 


SHEARSON HAYDEN STONE INC. 
and 


THOMSON MCKINNON SECURITIES, INC. 
One Battery Park Plaza 
New York, New York 10004 


(812-4283) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTION 30(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that E. F. Hutton & 
Company, Inc., Shearson Hayden Stone, Inc., and 
Thomson McKinnon Securities, Inc. (“Applicants”), 
registered broker-dealers, have filed an application on 
March 14, 1978, pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) for an order of 
the Commission exempting the Applicants and their 
co-underwriters in a proposed offering of Common 
Shares of Dreyfus Mergers and Acquisitions Fund, Inc. 
(“Company”), a registered, closed-end diversified 
management investment company, from Section 30(f) 
of the Act, which incorporates Section 16 of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
with respect to their transactions incidental to the 
distribution of the Company’s shares. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicants are the prospective representatives 
(‘Representatives’) of a group of underwriters 
(“Underwriters”) being formed in connection with the 
proposed public offering. 


Common Shares of the Company are to be purchased 
by the Underwriters pursuant to an underwriting 
agreement (“Underwriting Agreement”), to be entered 
into between the Company and the Underwriters, 
represented by the Representatives. It is intended that 
the several Underwriters will make a public offering of 
all the Company’s Common Shares which such 
Underwriters are to purchase under the Underwriting 
Agreement, at the price therein specified, as soon on 
or after the effective date of the Company’s 
Registration Statement on Form S-4 (“Registration 
Statement”) as the Representatives deem advisable, 
and such shares are initially to be offered to the public 
at the per share public offering prices and subject to 
the underwriting discounts to be specified in the 
prospectus constituting a part of the Registration 
Statement at the time the Registration Statement 
becomes effective under the Securities Act of 1933. 
Although 3,000,000 shares have been included for 
registration in the Registration Statement, the actual 
number of shares which may be the subject of the 
proposed public offering may be increased in 
accordance with the terms of the Underwriting 
Agreement. 


The underwriting commitment of any one or more of 
the Underwriters, including the Applicants, may 
exceed 10% of the aggregate number of Common 
Shares of the Company to be outstanding after the 
purchase by the several Underwriters pursuant to the 
Underwriting Agreement or upon the completion of the 
initial public offering or at some interim time. In 
addition to purchases from the Company and sales of 
Common Shares to customers, there may be the usual 
transactions of purchases or sales incident to a 
distribution, such as stabilizing purchases, purchases 
to cover over-allotments or other short positions 
created in connection with such distribution, and sales 
of Common Shares purchased in stabilization. Since 
Section 30(f) of the Act subjects every person who is 
directly or indirectly the beneficial owner of more than 
10% of any class of outstanding securities of the 
Company to the same duties and liabilities as those 
imposed by Section 16 of the Exchange Act with 
respect to transactions in the securities of the 
Company, any Underwriter or Underwriters owning 
more than 10% of the Common Shares of the Company 
would become subject to the filing requirements of 
Section 16(a) of the Exchange Act and, upon resale of 
the shares purchased by them to their customers, 
subject to the obligations imposed by Section 16(b) of 
the Exchange Act. 


Rule 16b-2 under the Exchange Act exempts certain 
transactions in connection with a distribution of 
securities from the operation of Section 16(b) of the 
Exchange Act. Applicants state that the purpose of the 
purchase of the shares by the Underwriters will be for 
resale in connection with the initial distribution of 
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Common Shares of the Company. Applicants also 
state that all such purchases and sales will be 
transactions effected in connection with a distribution 
of a substantial block of securities within the purpose 
and spirit of Rule 16b-2 under the Exchange Act. 
Nevertheless, the Underwriters may fail to meet the 
requirement for exemption from Section 16(b) stated in 
Rule 16b-2(a)(3), i.e., that the aggregate participation 
of persons not within the purview of Section 16(b) of 
the Exchange Act must be at least equal to the 
participation of persons receiving the exemption under 
Rule 16b-2, because one or more of the Underwriters 
who, pursuant to the Underwriting Agreement, may 
purchase more than 10% of the shares of the 
Company, may be obligated to purchase more than 
50% of the shares of the Company being offered. 


The Dreyfus Corporation, the Company’s proposed 
investment adviser, proposes to acquire shares prior to 
public sale in order to provide the minimum capital 
required by the Act. There are no public security 
holders of the Company. Applicants state that no 
director, officer or employee of any Underwriter is a 
director, officer or employee of the Company or The 
Dreyfus Corporation. Applicants also state that there is 
no inside information concerning the Company in 
existence and, therefore, no possibility of any 
Underwriter using inside information. 


Applicants submit that the requested exemption from 
the provisions of Section 30(f) of the Act is necessary 
or appropriate in the public interest and consistent 
with the protection of investors and purposes fairly 
intended by the policy and provisions of the Act. 
Applicants further contend that the transactions 
sought to be exempted cannot lend themselves to the 
practices Section 16(b) of the Exchange Act and 
Section 30(f) of the Act were enacted to prevent. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities or transactions from any provision 
or provisions of the Act or any rule or regulation 
thereunder, if and to the extent that such exemption is 
necessary or apnropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 26, 1978, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and 
the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
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such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant(s) at the 
address(es) stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 





For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10194/April 6, 1978 


In the Matter of 
GENERAL AMERICAN LIFE INSURANCE COMPANY 
and 


GENERAL AMERICAN SEPARATE ACCOUNT NO. 2 
700 Market Street 
St. Louis, Missouri 63101 


(812-4224) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR AN ORDER OF EXEMPTION 
FROM THE PROVISIONS OF SECTIONS 22(e), 27(c)(1) 
AND 27(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that General American Life 
Insurance Company (“General American”), a mutual 
life insurance company organized under the laws of the 
State of Missouri; and General American separate 
Account No. 2, a separate account of General 
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American registered under the Investment Company Act 
of 1940 (‘Act’), as an open-end diversified 
management investment company, (hereinafter col- 
lectively referred to as ‘“‘Applicants’’), filed an 
application on November 16, 1977, and amendments 
thereto on February 24, and April 4, 1978, pursuant to 
Section 6(c) of the Act for an order exempting 
Applicants from the provisions of Sections 22(e), 
27(c)(1) and 27(d) of the Act to the extent necessary to 
permit compliance by Applicants with certain 
provisions of the Education Code of the State of Texas. 
All interested persons are referred to the application on 
file with the Commission for a statement of the 
representations therein which are summarized below. 


Separate Account No. 2 was established pursuant to the 
insurance laws of the State of Missouri on October 22, 
1970. Among the variable annuity contracts offered by 
Separate Account No. 2 and General American is a 
Group Tax Sheltered Annuity Contract (“Contract(s)”) 
which participates in Separate Account No. 2 and 
which is designed to fund benefits provided by annuity 
purchase plans adopted by public school systems and 
certain tax-exempt organizations for their employees 
and qualifying for tax-deferred treatment under Section 
403(b) of the Internal Revenue Code of 1954 as 
amended. General American serves as_ investment 
adviser to and principal underwriter for Separate 
Account No. 2. 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education to 
make available to certain employees an Optional 
Retirement Program (‘‘Program’’), codified as 
Subchapter G of Chapter 51 of the Texas Education 
Code. The statute provides as the funding media for 
the Program fixed or variable annuity contracts 
purchased from any insurance or annuity company 
qualified to do business in Texas. In 1973, the Texas 
legislature made two amendments in the Program 
legislation, which amendments became effective on 
June 14, 1973. The statutory definition of the Program 
was amended to provide that the benefits of such 
annuities are to be avaiiable only upon termination of 
employment in the Texas public institutions of higher 
education, retirement, death or total disability of the 
participant. The other amendment added a new Section 
51.358 to Subchapter G which also provides that the 
benefits of such annuities will be available only if the 
participant dies, terminates his employment due to 
total disability, accepts retirement, or terminates 
employment in the Texas public institutions of higher 
education. 


Because of uncertainty regarding the effect of these 
amendments, the University of Texas System 
(“System”) requested the opinion of the Attorney 
General of Texas with respect to several questions 
concerning such amendments. The Attorney General 


rendered an opinion dated February 18, 1975, in 
response to the System’s letter. The Attorney General 
interpreted Section 51.358 to prohibit provisions in a 
variable annuity contract issued in connection with the 
Program on or after June 14, 1973, which provide for 
making available the redemption value of such contract 
prior to the occurrence of one of the conditions 
specified in the statute, i.e., termination of 
employment, retirement, death or total disability. 
Moreover, the opinion further stated that the 
prohibitions of Section 51.358 were impliedly in effect 
upon the establishment of the Program (in 1967) and 
that notwithstanding any language which may be 
contained in existing contracts, a participant in the 
Program has never had the right to redeem his annuity 
contract otherwise than in accordance with the 
limitations described above. The opinion did not affect 
the right of a participant to transfer the redemption 
value of his annuity contract from one carrier to 
another; accordingly, the granting of the relief 
requested in the application would not affect such 
right. 


Sections 27(c)(1), 22(e) and 27(d) 


Section 27(c)(1) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless such certificate is a redeemable 
security. Section 2(a)(32) of the Act defines 
“redeemable security” to mean any security under the 
terms of which the holder upon its presentation to the 
issuer or to a person designated by the issuer is 
entitled to receive approximately his proportionate 
share of the issuer’s current net assets, or the cash 
equivalent thereof. 


Section 22(e) of the Act provides that no registered 
investment company shall suspend the right of 
redemption or postpone the date of payment or 
satisfaction upon redemption of any redeemable 
security in accordance with its terms for more than 
seven days after the tender of such security to the 
company or its agent designated for that purpose for 
redemption except in certain prescribed circum- 
stances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment.company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless the certificate provides that the 
holder thereof may surrender the certificate at any time 
within the first eighteen months after the issuance of 
the certificate and receive in payment thereof, in cash, 
the sum of (1) the value of his account, and (2) an 
amount, from such underwriter or depositor, equal to 
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that part of the excess paid for sales loading which is 
over 15 per centum of the gross payments made by the 
certificate holder. 


Applicants request exemptions from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance with Section 
51.358 as it pertains to (i) redemption values under 
Contracts issued to participants in the Program 
subsequent to the date of such exemptive order and (ii) 
redemption values under Contracts issued prior thereto 
but attributable to payments made subsequent to the 
date of such order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program 
effectively will be denied an opportunity to select as a 
funding medium for their retirement benefits one of 
two funding media (the other being fixed annuity 
contracts) specifically provided in the Texas statute for 
such purpose. Additionally, participants will be unable 
to obtain the State’s matching contributions for the 
purchase of an equity-based retirement venicle. In this 
respect, the Attorney General’s opinion indicated that 
these matching contributions will encourage partici- 
pation in the retirement plan but that unrestricted 
withdrawals prior to retirement might be detrimental to 
an effective retirement vehicle. In view of the 
foregoing, Applicants assert that the Commission 
should grant the requested exemptions because: (1) 
the limited restriction on redemption would be 
voluntarily assumed by participants, i.e., eligible 
employees are not required to participate in the 
Program; (2) the restrictions were not formulated nor 
suggested by Applicants; and (3) participants’ 
relinquishment of the full right of redemption is a 
reasonable requirement in exchange for the benefits 
bestowed by the matching contributions of the State of 
Texas. 


Applicants will ensure that appropriate disclosure is 
made to persons who consider participation in the 
Program, informing them of the restriction on the 
availability of redemption values under Contracts to be 
issued to them. This disclosure will take the form of an 
appropriate reference in each Prospectus to the 
restrictions on redemption of these Contracts, as well 
as requiring each participant, as a part of the 
determination that the sale of these Contracts is 
suitable for that participant, to sign a statement 
indicating that he/she is aware that these restrictions 
will be placed on his/her Contract when it is issued. In 
addition, General American will review all sales 
literature that is to be used in conjunction with the sales 
of these contracts for the existence of material 
representations that are inconsistent with the 
restrictions to be places on these contracts and will 
instruct the salespeople involved in soliciting in this 
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market specifically to bring this restriction to the 
attention of the potential participants. 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes 
of persons, securities or transactions, from the 
provisions of the Act and Rules promulgated 
thereunder if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 28, 1978, at 5:30 p.m. 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney at 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following April 28, 1978, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8354/March 31, 1978 


US v. JOSEPH B. ERNI 
(U.S.D.C. Eastern District of Wisconsin, 77-CR-149) 


William J. Mulligan, United States Attorney for the 
Eastern District of Wisconsin and Robert H. Davenport, 
Administrator of the Denver Regional Office jointly 
announced that on March 3, 1978, the Honorable John 
W. Reynolds, Chief Judge of the United States District 
Court for the Eastern District of Wisconsin, sentenced 
Joseph B. Erni of Thornton, Colorado, to one year 
imprisonment on his plea of guilty to charges of fraud 
in the sale of securities in an indictment returned on 
August 11, 1977. 


The indictment alleges in substance, among other 
things, that the defendant Erni defrauded purchasers 
of common stock of Western Armon Systems, Inc., a 
Wisconsin corporation. 


For further information see Litigation Release 8086. 





Litigation Release No. 8355/March 31, 1978 


SEC v. CARL METTALACH HORNUNG, et al., 77 Civ. 
5736 


(S.D.N.Y.) 


The Securities and Exchange Commission announced 
that on March 3, 1978, the Honorable Whitman Knapp, 
United States District Judge for the Southern District 
of New York, signed Final Judgments of Permanent 
Injunctions and Other Relief against defendants Paul 
Scarf Hornung and Peter C. Reiman. In addition, on 
March 22, 1978, Judge Knapp signed a Final Judgment 
of Permanent Injunction and Other Relief against Carl 
Mettalach Hornung. Each Final Judgment enjoined the 
respective defendant from future violations of 
anti-fraud, credit and short-selling provisions of the 
federal securities laws; (Section 17(a) of the Securities 
Act of 1933 (15 U.S.C. §77q(a)), Section 10(b) of the 
Securities Exchange Act of 1934 (“Exchange Act”) (15 
U.S.C. §78](b)), Section 10(a) of the Exchange Act (15 


U.S.C. §78j(a)) and Rule 10a-1 thereunder (17 C.F.R. 
§240.10a-1), Section 7(f) of the Exchange Act (15 
U.S.C. §78g(f)), and Regulation X (12 C.F.R. §224)). 
Each Final Judgment also requires that each respective 
defendant, for a period of two years, to report all of his 
securities transactions to the Commission by affidavit 
each month, and if there have not been any 
transactions, to report every third month. 


Defendants Carl Mettalach Hornung, Paul Scarf 
Hornung and Peter C. Reiman each consented to the 
entry of Final Judgment without admitting or denying 
the allegations in the Commission’s complaint. 


For further information, see Litigation Release No. 
8207 and Securities Exchange Act of 1934 Release No. 
14503/February 27, 1978. 





Litigation Release No. 8356/March 31, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
AMNON S. BARNESS, MAX CANDIOTTY (United 
States District Court for the Central District of 
California) Civil Action No. 77-1466-F. 


The Securities and Exchange Commission today 
announced the settlement of its civil injunctive action 
against Amnon S. Barness (“Barness”) and Max 
Candiotty (“Candiotty”), the former Chairman of the 
Board and the former Chief Executive Officer, 
respectively, of Daylin, Inc. (“Daylin”), a Delaware 
corporation, with its principal executive offices located 
in Los Angeles, California. 


Under the terms of the court-approved settlement, 
Barness and Candiotty have undertaken to comply with 
the proxy provisions of the Securities Exchange Act of 
1934. 





Litigation Release No. 8357/April 3, 1978 


SEC v. SAN FRANCISCO INVESTMENT COFP., 
JAMES J. CURTIS & CO., JAMES J. CURTIS 


(N.D. CA., C-0588-RHS) 
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Gerald E. Boltz, Regional Administrator of the Los 
Angeles Regional Office, and Leonard F. Rossen, 
Associate Regional Administrator of the San Francisco 
Branch Office, announced that on March 16, 1978, the 
Commission filed a complaint with the United States 
District Court for the Northern District of California 
seeking permanent injunctive relief against San 
Francisco Investment Corp. (“SFIC”), a broker-dealer 
registered with the Commission, James J. Curtis & Co. 
(“Curtis & Co.”), the parent of SFIC and James J. 
Curtis (“Curtis”), the president and chief executive 
officer of SFIC and Curtis & Co. Contemporaneously 
with the filing of the Commission’s complaint, the 
Securities Investor Protection Corporation (“SIPC”) 
made an application to the Court for the appointment 
of a SIPC trustee. 


Each of the defendants consented to the entry of a final 
judgment of permanent injunction without admitting or 
denying the allegations of the complaint and defendant 
SFIC consented to the appointment of the SIPC 
trustee. On March 16, 1978, the Honorable Robert 
Schnacke, District Judge, signed the Final Judgment 
of Permanent Injunction enjoining the defendants and 
appointed Patrick Murphy, Esq. as SIPC trustee for 
defendant SFIC. 


The Commission’s complaint alleged that the 
defendants had transferred from the accounts of SFIC 
customers and converted cash and securities with a 
value of approximately $180,000. In addition, the 
Complaint alleged that since December 1976, 
defendant SFIC, aided and abetted by defendant Curtis 
& Co. and Curtis, had violated the Commission’s net 
capital rule and had failed to make, and keep current 
and accurate certain specified books and records as 
required by the Commission’s broker-dealer book- 
keeping rule. The Complaint also alleged that 
defendant SFIC, aided and abetted by defendants 
Curtis & Co. and Curtis, filed with the Commission 
false and inaccurate Focus II reports which failed to 
reflect the true financial condition of SFIC in violation 
of the Commission’s supplemental reporting require- 
ments applicable to registered brokers and dealers. 





Litigation Release No. 8358/April 3, 1978 


SEC v. CENTRAL AND SOUTH WEST CORPORATION, 


et al., (United States District Court for the District of 
Columbia, Civil Action No. 78-0591) 


The Securities and Exchange Commission announced 


the filing of a Complaint in the United States District 
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Court for the District of Columbia against Central and 
South West Corporation (“CSW”), a public utility 
holding company registered with the Commission 
under the Public Utility Holding Company Act of 1935 
(“Holding Company Act”) and Southwestern Electric 
Power Co. (“SWEPCO”), a subsidiary of CSW. Through 
four wholly-owned subsidiary operating companies, 
CSW provides electric service in much of Texas and in 
parts of Oklahoma, Arkansas and Louisiana. CSW’s 
executive offices are located in Washington and 
Delaware. SWEPCO provides electric service in east 
Texas and parts of Arkansas and Louisiana. 


The Complaint alleges that SWEPCO, in violation of 
Section 9(a) of the Holding Company Act, expended 
funds in connection with CSW’s and SWEPCO’s fuel 
exploration and development program in excess of 
amounts authorized by the Commission pursuant to an 
application by SWEPCO under the Holding Company 
Act. Specifically, the Complaint alleges that 
commencing in 1971, several of the CSW operating 
companies, including SWEPCO and Public Service 
Company of Oklahoma (‘“‘PSO’’) instituted fuel 
exploration and development programs for the purpose 
of securing a reliable, economical and steady supply of 
fuel. The programs, typically consisting of the 
acquisition and development of oil, gas, coal and 
lignite leaseholds, were initiated without first 
securing, or applying for, Commission authorization as 
required under the Holding Company Act. In 1975, PSO 
filed an application with the Commission under 
Sections 9 and 10 of the Act requesting approval of a 
proposed fuel exploration and development agreement 
with two unrelated parties and requesting retroactive 
authorization for related agreements entered into 
during 1971. On July 17, 1975 the Commission granted 
PSO’s application to enter into a development contract 
for the oil and gas interests it had acquired through 
nominees by a Memorandum Opinion and Order 
(“Order”). In its Order the Commission gave notice that 
strict adherence to the requirements of the Holding 
Company Act in the fuel procurement area would be 
expected. Following issuance by the Commission of 
such Order, SWEPCO filed on July 31, 1975, an 
amendment to a pending application seeking 
authorization to sell first mortgage bonds, setting out 
in detail in the amendment the extent of its existing 
fuel programs and its anticipated needs. This data was 
later supplemented by another amendment filed on 
September 10, 1975, to the pending filing. On October 
1, 1975, the Commission directed issuance of an order 
authorizing SWEPCO to expend $8,750,000 through 
December 31, 1977, on oil and gas and lignite 
acquisitions. This represented the full budget 
proposed by SWEPCO in its application. The 
Complaint further alleges that in violation of such 
Order, SWEPCO expended $22,079,036 for fuel 
exploration and development activities through 
December 31, 1977, without applying for, or receiving, 














Commission approval for the expenditures exceeding 


the $8,750,000 authorization, as required by Section 
9(a) of the Holding Act. 


The Commission also announced that CSW and 
SWEPCO, without admitting or denying the allegations 
of the Commission’s complaint, consented to the entry 
of a Final Judgment enjoining them from acquiring any 
securities or utility assets or any interest in any 
business without prior application to and approval by 
the Commission under Sections 9 and 10 of the 
Holding Company Act. Under the terms of the Final 
Judgment, CSW and SWEPCO are to engage the 
services of Counsel satisfactory to the Commission 
who shall review CSW’s and SWEPCO’s fuel 
exploration and development activities and transac- 
tions for compliance with the Holding Company Act 
and procedures with respect to compliance with such 
Act and prepare a report thereon. Within 60 days from 
the entry of the Final Judgment, the defendants shall 
make a written report, specifying any procedures 
adopted pursuant to Counsel’s recommendations in 
respect of CSW’s and SWEPCO’s fuel exploration and 
development program. 





Litigation Release No. 8359/April 5, 1978 


SEC v. RICHARD L. CHATHAM, et al. 
(D. UTAH, Civil Action No. C-78-0104) 


Robert H. Davenport, Regional Administrator of the 
Denver Regional Office of the Securities and Exchange 
Commission, announced the filing of a Complaint in 
the United States District Court for the District of Utah, 
Central Division, on March 23, 1978, which contains 
three counts, each of which alleges in substance that 
certain defendants violated certain antifraud provisions 
of the federal securities laws in connection with the 
offer and sale of securities which were the subject of 
registration with the Utah State Securities Commission 
and seeks preliminary and permanent injunctions 
against the defendants. 


The first count of the Complaint alleges, in substance, 
that the defendants Richard L. Chatham of Phoenix, 
Arizona; Gary L. Merrill of Coronado, California; 
Robert C. Lund of Salt Lake City, Utah; and Chatham 
Securities Corporation, Chatham Corporation, Brock 
apital Corporation, Hughes Capital Corporation, 






C. 
} Qereree International, Environmental and Ecological 


Sales, Inc., Commercial Leasing Corporation, and 


Sight & Sound Services, all of which organizations are 
Utah corporations, violated the antifraud provisions of 
the Securities Act of 1933, as amended, Section 17(a), 
and the general antifraud provisions of the Securities 
Exchange Act of 1934, as amended, Section 10(b) and 
Rule 10b-5 adopted thereunder, in connection with the 
purchase and sale of the common stock of Columbine 
Financial Corporation, Utah Land & Property, Inc., now 
known as Allergy Control, Inc., B.F.D. Capital Corp. 
now known as Precious Gems Investment Company, 
Brock Capital Corporation, Starburst, Inc., Hughes 
Capital Corporation, Mayhew Capital Corp. now known 
as Da-Jon, Inc., Shannon International, Environmental 
and Ecological Sales, Inc., Commercial Leasing 
Corporation, Sight & Sound Services, Cash Investment 
Corp. and Transamerican Uranium Company. 


This count of the Complaint alleges, in substance, 
among other things, that the escrowing of the 
proceeds of certain sales and the uses to which the 
proceeds of certain of the securities sales would be put 
and the financial conditions of certain of the issuers 
were misrepresented and that Chatham intended to 
maintain certain of the defendant corporations in an 
inactive status with relatively few assets and liabilities 
in order that they would be available for sale as “shell” 
corporations. 


The second count of the Complaint alleges, in 
substance, that the defendant Darrell L. Nielsen, a 
Certified Public Accountant, of Salt Lake City, Utah, 
violated the antifraud provisions of the Securities Act 
of 1933, as amended, Section 17(a), and the general 
antifraud provisions of the Securities Exchange Act of 
1934, as amended, Section 10(b) and Rule 10b-5 
adopted thereunder, in connection with the purchase 
and sale of the common stock of Commercial Leasing 
Corporation. 


This count of the Complaint alleges, in substance, 
among other things, that a statement purporting to 
show the financial condition of Commercial Leasing 
Corporation which was certified contained among the 
assets $125,000 in fictitious notes receivable. 


The third count of the Complaint alleges, in substance, 
that the defendants Chatham Securities Corporation 
and Philip J. Kocherhans of Salt Lake City, Utah, 
acting on information about ABC Mining Corporation 
which was not available to the general public, and ABC 
Mining Corporation violated the general antifraud 
provisions of the Securities Exchange Act of 1934, as 
amended, Section 10(b) and Rule 10b-5 adopted 
thereunder, in connection with the purchase and sale 
of the comon stock of ABC Mining Corporation. 


This count of the Complaint also alleges, in substance, 
among other things, that it was announced that ABC 
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Mining Corporation had acquired leases to certain dil 
properties, but the announcement omitted to state that 
rights to approximately 40% of the overall production 
from the existing wells had already been sold to other 


persons. 





Litigation Release No. 8360/April 5, 1978 


SEC v. HARRY T. McCLAIN, et al, (U.S.D.C. W.D. of 
TEXAS, Civil Action No. SA-78-CA-105) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on March 23, 1978 the 
Commission filed a complaint in the U.S. District Court 
of San Antonio, Texas, seeking to enjoin Harry T. 
McClain and Walt Odom of Houston, Texas, Bill C. 
Simpson of San Antonio, Texas and Norman D. Fife of 
Salt Lake City, Utah from violating certain antifraud 
provisions of the Federal securities laws. 


The complaint alleges that the defendants violated the 
Federal securities laws in connection with the offer and 
sale of fractional undivided oil and gas interests in the 
Bohach Lease in Wilson County, Texas, owned by 
Premier Oil & Gas, Inc., between August 1975 and 
November 1977. Premier Oil & Gas, Inc., a Louisiana 
corporation was adjudicated a bankrupt in November 
1977 by the Federal Bankruptcy Court in San Antonio. 
The complaint also alleges that defendants Simpson 
and Odom violated the Federal securities laws in 
connection with the offer and sale of fractional 
undivided oil and gas interests in three leases located 
in Mississippi known as the McLemore Lease in 
Franklin County, the Rosenblatt Lease in Wilkinson 
County and the Federal Land Bank Lease in Marion 
County. During 1977 the leases were owned by 
Windsor Oil & Gas, Inc., a Mississippi corporation 
located in Jackson. 





Litigation Release No. 8361/April 5, 1978 


UNITED STATES v. LARRY L. STEVENS aka FRANK 
GOODMAN 
(W.D. Wa. No. CR-77-325M) 
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John C. Merkel, United States Attorney for the Western 
District of Washington, and Jack H. Bookey, 
Administrator of the Seattle Regional Office, | 4 
announced that on March 28, 1978, Larry L. Stevens, 
aka Frank Goodman, was sentenced to serve three 
years in a federal penitentiary and was placed on five 
years probation after said jail term. Stevens had 
entered a plea of guilty to two counts of bankruptcy 
fraud of a thirty-nine count indictment which charged 
him with securities fraud, mail fraud and bankruptcy 
fraud. The alleged criminal violations occurred in 
connection with the sale of promissory notes and 
investment contracts of North Western Mortgage 
Investors Corporation of Seattle, Washington and in 
connection with the Chapter X reorganization 
proceeding of said corporation. The corporation, while 
under the control of the defendant, raised in excess of 
$6 million from over 1,700 investors from 1966 to 1973. 


For further information, see Litigation Release Nos. 
8325, 8176 and 4010. 





Litigation Release No. 8362/April 6, 1978 


SEC v. BENGAL OIL & GAS CORPORATION, et i@ é 
(U.S.D.C., W/D Tex.) (MO-77-CA 98) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, today announced that on March 28, 1978, 
Federal District Judge John H. Wood, Jr., at San 
Antonio, Texas, entered an Order of Permanent 
Injunction by Consent against R. Searle McGrath, 
Midland, Texas, enjoining him from further violations 
of the antifraud provisions of the federal securities 
laws. 


McGrath consented to the entry of the Order without 
admitting or denying the allegations of the 
Commission’s Complaint. 


The Complaint, which was filed on December 8, 1977, 
alleged that McGrath, and others, had violated the 
antifraud provisions of the federal securities laws in 
connection with the offer and sale of joint venture and 
limited partnership interests in oil and gas drilling 
funds and in connection with the saie of common stock 
of Bengal Oil & Gas Corporation, Midland. 


For further information, see Litigation Release No. 


8232. r 
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